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SENATE. 
MoNDAY, August 14, 1911. 

Prayer by .the Chaplain, Rev. Ulysses G. B. Pierce, D. D. 
l\Ir. BACON, a Senator from the State of Georgia, took the 

chair as President pro tempore for the day, under the previous 
des:ignation of the Senate. 

The Journal of the proceedings of Saturday last was read 
and approved. 

MESSAGE FROM THE HOUSE. 

A message from the House of Representatives, by J. 0. 
South, its Chief Clerk, announced that the House had passed 
the bill ( S. 3052) granting leave of absence to certain home­
stea ders, with an amendment, in which it requested the con­
currence of the Senate. 

ENROLLED BILLS SIGNED. 

The message also announced that the Speaker of the House 
had s:igned the following enrolled bills : 

S. 2932. An act to authorize the Secretary of the Treasury, 
in his discretion, to sell the old post-office and courthouse 
building at Charleston, W. Va., and, in the event of such sale, 
to enter into a contract for the construction of a suitable post­
office and courthouse bnildfug at Charleston, W. Va., without 
additional cost to the Government of the United States; 

S. 3152. An act extending the time of payment to certain 
homesteaders in the Rosebud Indian Reservation, in the State 
of South Dakota ; and 

H. R. 2925. An act to extend the privileges of the act ap­
proved June 10, 1880, to the port of Brownsville, Tex. 

PETITIONS AND MEMORIALS. 

The PRESIDIDNT pro tempore pre'Sented a petition of sun­
dry citizens of the United St'ltes, praying for the ratification 
of the proposed treaties of arbitration between the United 
States, Great Britain, and France, which was referred to the 
Committee on Foreign Relations. 

~Ir. NELSON presented a memorial of Local Division No. 1, 
Ancient Order of Hibernians, of Faribault, .Minn., remonstrat­
ing against the ratification of the proposed treaty of arbitra­
tion between the United States and Great Britain, which was 
referred to the Committee on Foreign Relations. 

NEZ PERCE INDIA.NS IN IDAHO~ 

Mr. BORAH. I present a memorial of the Nez Perce In­
dians residing in the State of Idaho, which I ask may be 
printed and _referred to the Committee on Indian Affairs. 
(S. Do~ No. 97.) 

The PRESIDENT pro tempore, The Senator frolll Idaho 
Eleslres to haye it printed as a document? 

Mr. BORAH. Yes; if there is no objection, I should like to 
have it printed. 

Mr. SMOOT. I should like to ask the Senator from Idaho 
what the document is? 

1'fr. BORAH. It is a memorial of the Nez Perce Indians re­
siding in the State of Idaho as to their rights. I have gone 
over it hastily. There is nothing in it that would be objection-
able, I take it. · 

Mr. SMOOT. Does the Senator think it is of sufficient im­
portance to be printed as a public document? 

l\f r. BORAH. The memorialists ha--ve especially asked that it 
be printed, and I find no reason to deny their request. 

1\Ir. S~IOOT. I ha"te no objection. 
The PRESIDENT pro tempore. Without objection, the 

memoriai will be printed as a document and referred to the 
Committee on Indian Affairs. 

REPORTS OF COMMITTEES. 

Mr. BORAH, from the Committee on Education and Labor, 
to which was referred the bill ( S. 252) to establish in the 
Department of Commerce and Labor a bureau to be known as 
the children's bureau, reported it without amendment and sub­
mitted a report (No. 141) thereon. 

1\Ir. CURTIS, from the Committee on the District of Colum­
bia, to which was referred the bill (H. R. 11545) to authorize 
and direct the- Commissioners of the District of Columbia to 
place the name of Annie M. Matthews on the pension ron of 
the police and firemen's pension fund, reported it without 
amendment. 

ELIZA. CHOTEAU ROSCAMP. 

Mr. GAMBLE. I am directed by the Committee on Indian 
Affairs, to which was refer red the bfll (H. R. 11303) for the 
relief of Eliza Choteau Iloscamp, to report it without amend­
ment and I submit a. report (No. 142) thereon. I ask unani­
mous consent for the present consideration of the bill. 

There being no objection, the Senate, as in Committee of the 
Whole, proceeded to consider the bill. It authorizes the Secre­
tary of the Interior to approve an order for the removal ot 
restrictions upon alienation from the northeast quarter south­
east quarter section. 10, township 25- north, range 24 en.st, of the 
Indian meridian, Oklahoma, the homestead allotment of Eliza 
Choteau Roscamp, Seneca allotment No. 184, the removal of 
restrictions to become effective only and simultaneously with 
the execution of a deed by the allottee to the purchaser, after 
the land has been sO"ld in compliance with the directions- of the 
Secretary of the Interior. 

The bill was reported to the Senate without amendmentJ 
ordered to a. third reading, read the third time, and passed. 

BILLS INTRODUCED. 

Bills were introduced, read the first time, and, by unanimous 
consent, the second time,. and referred as follows: 

By Mr. PENROSE: 
A bill ( S. 3218) providing for the dedication of the Gettys­

burg National Military Park at Gettysburg, Pa.; to the Com-
mittee on Military Affairs. ' 

By Mr. WETMORE: 
A bill (S. 3219) granting a pension to Lottie I. Brown (with 

accompanying paper) ; to the Committee on Pensions. 
By Mr. NELSON (for l\Ir. McCUMBER): 
A bill (S. 3220) for the relief of the heirs of Waldo M. Potter, 

deceased (with accompanying paper); to the Committee on 
Claims. 

By Mr. WORKS: 
A bill ( S. 3221) making it unlawful to publish details of 

crimes and accidents in the District of Columbia, a.Il(l ·for other 
purposes; to the Committee on the District of. Columbia. 

By Mr. WATSON: 
A bill ( S. 3223) to increase the limit of cost for the United 

States post-office building at Sistersville, W. Va., and making 
appropriation therefor; to the Committee on Public Buildings 
and Grounds. 

DECISION OF QUESTIONS CONCERNING CONSTITUTIONALITY. 

Mr. BOURNE. l\Ir-. President, I introduce a brief bill and will 
ask to have it read in order that it may appear in the Co~­
GBESSION AL RECORD. 

The bill ( S-. 3222) to provide rules for speedy and final de­
cision of questions concerning the constitutionality of national 
and State luws and constitutional provisions and for the inter­
pretation and construction of the Federal laws and Constitution 
was read the first time at length, as follows : 

Be it tmacted, etc., That in any action, suit, or proceeding. in the 
Supreme Court of the United States when the constitutionality ot any 
provision of a Federal or State law, or of a State constitution, shall be 
drawn in que3ion or decided, the constitutionality thereof shall be sus­
tained unless the Supreme Court, by unanimous decision of all its 
members qualified to sit in the cause, shall determine that the provision 
in controversy is not authorized or is prohibited by the Constitution 
of the United States. '£hat in any action, snit, or proceeding in the 
Supreme Court when the meaning-, interpretation, or construction of any 
language of any Federal law or of the Constitution of the United States 
shall be drawn in question or decided, the same shall be interpreted 
and construed literally as the words are commonly tmderstood in every­
day use, unless- the Supreme Court, by unanimous decision of all its 
members qualified to sit in the cause, shall decide that such literal inter­
pretation is not the true expression of the legislative intention and 
meaning in the language in controversy. 

SEC. 2. It any in1erior Federal court, commission, or tribunal shall 
decide in any case that any provision of any sucll. Federal or State law 
or provision of a State constitution is not authorized or is prohibited 
by the Constitution of the United States, or shall interpret or construe 
the meaning of any language of any Federal law or constitutional pro­
vision to be different from its literal verbal statements as the words 
are commonly understood in everyday use, it shall be the duty of said 
lower court, commission, or tribunal to forthwith certify said question 
of constitutionality, meaning, interpretation, or construction to the 
Supreme Court of the United States for final decision. Every such 
Federal inferior court, commission, and tribunal is hereby author·zed, . 
in the discretion of the members thereof, to certify any such question 
to the Supreme Court of the United States- for decision in advance of 
the trial of the cause on the merits in said lower court, commission, or 
tribunal. The United States Department of Justice shall pay all the 
neces ary expenses and costs of presenting every such question in the 
Supreme Court of the United States. It shall be the duty of the 
Supreme Court to advance every such cause over all other causes on 
the docket not directly involving the constitutionailty, meaning, inter­
pretation, or construction of any such act, law, or constitutional pro­
vision. 

Mr. BOURNE. Mr. President, I shall not at this time present 
an argument upon this bill. The purpose of the measure will, 
I think, be readily apparent. The Congress of · the United 
States is one of the- coordinate branches of our Government. A 
very considerable number ot the M~mbers of both Houses of 
Congress are learned in the law, and some of them are ln.wyers 
of considerable renown. In each House there is a Com­
mittee on Judiciary, composed of the strongest and ab1est 
lawyers in each body, which committees give particular study 
to constitutional questions arising when proposed laws are 
under consideration. 
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Because Congress is a coordinate branch, and because of 
the careful attention the Members of Congress give to constitu­
tional questions arising regarding legislation, it has been held 
by the United States Supreme Court that no act of Congress 
should be held to be in violation of the Constitution unless the 
conflict appears beyond reasonable doubt. Thus the court· said 
in Ogden v. Saunders (12 Wheat, 269): 

It ls but a decent respect due to the wisdom, the integrity, and the 
patriotism or the legislative body by which any law is passed to pre­
sume in favor of its validity until its violation ot the Constitution is 
proved beyond all reasonable doubt. 

The Supreme Court has, howe1er, in numerous instances held 
to be unconstitutional acts of Congress which some of the 
members of the Supreme Court believed to be entirely in har­
mony with our fundamental law. In cases such as this there 
certainly existed a very substantial doubt whether the measure 
in question was in fact in contravention of the Constitution. 

In my opinion, unless a State law or an act of Congress is 
so clearly unconstitutional that the court will be unanimous in 
so d~claring, the decision of the court should uphold the validity 
of the act. 

I think it is generally conceded there is no express authority 
for the Supreme Court's exercise of power to declare a law 
unconstitutional. This power has been assumed by the court 
as an incident of the exercise of the powers el:pressly con­
ferred. I believe it is within the power of Congress to pre­
scribe the number of concurring judges necessary in arriving 
at a decision which shall constitute the decision of the court. 
The first section of the bill I have offered requires that where a 
Slate law or an act of Congress is declared unconstitutional the 
court must be unanimous. One dissenting vote will establish 
the existence of a reasonable doubt. It also provides that the 
language of an act must be construed literally unless the court, 
by unanimous decision, rule otherwise. 

. Regarding the second section of the bill, I wish merely to say 
that it is important that every constitutional question be deter­
mined at as early a date as possible by the highest court in 
the land; and, therefore, when any Federal or State law is 
held unconstitutional by an inferior Federal court, the ques­
tion should b~ immediately certified to the United States 
Supreme Court. 

The purpose of this bill is not to allow one, two, three, or 
four members of the Supreme Court to overrule eight, seven. 
six, or five members of that distinguished branch of our Gov­
ernment; but, rather, to enable one, two, three, or four mem­
bers of that court to prevent eight, seven, six, or five of its 
members from overruling the wishes of the Nation, as expressed 
through Congress, or the wishes of a sovereign State, as ex­
pressed by its electorate or by its legislature. 

I have requested that the bill be printed in the RECORD, 
and have made this explanation in the hope that the subject 
will be given discussion by both the laity and the legal fra­
ternity before it comes up for consideration before the Judi­
ciary Committee, to which I ask that it be referred. 

1\fr. HEYBURN. Mr. President, I am impelled to recognize 
the entrance' of another one of those oddities in proposed 
legislation that is consistent with a persistent attempt that is 
being made that the minority shall rule in this country. All 
of these new-fad political cults are based upon the demand 
that the minority shall rule-every one of them. 

Now, here comes a proposition this morning that the ma­
jority of our supreme courts or of the Supreme Court of the 
United States shall not express the ultimate judgment of the 
court, but that a minority shall be recognized, not as an equally 
potent power but as a superior power; and the Senator from 
Oregon states that that is the purpose of the legislation. 

I am interested in the development of the possibilities of 
danger. We must be interested in order to be alert and on 
our guard against these things. They sound plausible, and 
to those who are not trained in the consideration of public 
questions they are often very misleading. They are generally 
coupled with honeyed phrases-the people, the rights of the 
people, the oppression of the people, the grinding monopolies, 
and such like expressions; and the people start up in sud­
den alarm and say, "Why, can that be true? Are we being 
oppressed, or are we in danger at the hands of these familiar 
conditions!" Some one is always at hand to say, "Why, 
certainly ; this crushing, grinding force is going to destroy 
you." By and by, of course. they will say, "Well, where is 
this enemy?" And by that time perhaps the sponsor will have 
disappeared and be not at hand to answer the question, but 
the virus has been placed in the minds of the people. 

I ran across it since we adjourned on Saturday. I had my 
attention called to the utterances of a Senator from the State 

of Oregon on this question of substituting irresponsibility fol." 
responsibility in government. 

It was at the hands of a substantial old gentleman who has 
lived to be almost 80 years of age and had participated, as he 
thought, in an intelligent and reasonable way in affairs. He 
had received a copy of this speech, and he said to me, addressing 
me by my familiar personal name, "Can it be possible that this 
man is right!" He said, "He proposes to substitute an entirely 
new form of go1ernmcnt for that which I have been accustomed 
to for a long lifetime. Is there anything in it?" I said, "No; it 
is a cross between populism and anarchy. Do not be led awny 
by it, and tell your neighbors not to be led away by it." It is 
absolutely a man's duty in this age to warn those who inquire 
in regard to these things, and if he does not warn them and 
do what he can to meet it, he fails in the performance of his 
duty. 

Now. here we come with a proposition that all courts, in 
effect, shall not act until after the violation of the law has been 
completed. That js what it amounts to. It sta~s the pro­
hibitive arm of the court that holds men and measures in the 
status of safety until after these vandals, who would violate 
every man's right, have had time to complete their nefarious 
act. That is what it means. 

Now, the Senator said that Congress is composed of men 
learned in the law. Thank God it is; but if any countenance 
is e1er given to that kind of legislation I shall }la--re reason to 
recant and take back that expression. That the courts may not 
proceed to determine the conclusion in a case by a majority of 
the court simply means that you will dictate to the court what 
they would do, and allow the minority to prevent the rendition 
of judgments. In these the closing days of this session this 
p~oposition comes to us to go out to poison the atmosphere dur­
ing the interval of our absence before we return to the regular 
session. The doctrine is as dangerous as that behind the iron 
cages in the courts of Rome to-day, as dangerous as the preach­
ings of the Black Hand and the mob. Let it grow, and it grows 
by the inattention of those who are wise enough and brave 
enough to know better. 

The hour for plain speaking has arrived. It is one thing 
after another each day, sapping and undermining "the confi­
dence of the people in their institutions and in their govern­
ment. It is high time that no occasion be allowed to pass for 
uttering a word of disapproval and rebuke to those who would 
thus subtly sap and undermine the institutions, because when 
you send out such propositions, when you utter them. you vio­
late the rules of patriotism and good citizenship, and you leave 
in men's minds this virus that in times of stress, which are 
coming upon us perhaps, will sprout and grow in a night. 
Then these dangerous doctrines will be invoked as the cause for 
the existing conditions and as the remedy against them. Have 
we not seen it in the lifetime of all of us? We see it charged 
that the conditions that confronted us were the result of these 
enforcements of the law against which this proposed measure 
is directed. The people, in the blindness and desperation of 
their misery, will reach out and grasp at anything that is e\en 
labeled relief to them; they will take this false doctrine in those 
dread hours of distress and build up sentiments that go over 
the lawful purposes of go1ernment and crush it down, until 
they have been exhausted by their own rottennes , discovered 
by the thinking and conservative minds of the people, and are 
swept away off the decks, and the old ship comes up again and 
rides the waves, disencumbered from this blindness that had 
sunk her down. It is time that we met them, even in the -very 
hour and very moment of their utterance, rather than to allow 
them to go out and sprout and begin to germinate and to cor­
rupt the public mind and the atmosphere of patriotism. 

The PRESIDENT pro tell'.lpore. In the absence of objection, 
the bill will be considered as read twice, by its title, and re­
ferred to tbe Committee on the Judiciary. 

Mr. HEYBURN. I object to the second reading of the bill. 
The PRESIDENT pro tempore. The bill has been read the 

first time. It will await the further action of the Senate for 
its second reading. 

TARIFF DUTIES ON WOOL. 

Ur. SMITH of Michigan. Mr. President, I notice the con­
ferees on the part of the Senate who had charge of the wool bill 
(ll. R.11019) are nearly all present on the floor, and I c1esire to 
inquire of the Senator from. Pennsylvania [Mr. PENROSE] if he 
can tell the Senate how it happened that the conference report 
on that bill has gone to the House of Representatives before it 
was made to the Sen:ite? I want to say that the House of Rep­
resentatives, having asked for the conference, under nll the rules 
of procedure followed in both Houses of Congress for the last 
15 years, the conference report should first have been made to 
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the Senate; and I desire to enter. my protest of record against 
any attempt on the part of the conferees of the Senate to 
change a rule that is so well recognized as the rule to which I 
refer. -Would the Senator from Pennsylvania kindly indicate 
how it happened that the original papers were reported to the 
House of Representatives by the House conferees before they 
were reported to the Senate? 

Mr. PE1'1ROSE. Mr. President, the Senator from Michigan, 
of course, is entirely right in his contention, so far as the prac­
tice and the precedents go in these matters. Unfortunately, I 
have been absent for four days, and was not present at the 
meeting of the conferees, not being much of a factor therein, 
anyway, under the circuILstances. I would refer the Senator 
from Michigan to the Senator from Wisconsin [Mr. LA FoL­
LE'ITE], who may be able to enlighten him on the subject. The 
chairman of the Ways and Means Committee of the other 
House appears to have had possession of the papers and re­
ported them to the House of Representatives. 

Mr. SMITH of Michigan. I shall be very glad if the Sena­
tor from Wisconsin will give me his attention for a moment, 
and I will address my inquiry to him. I asked the Senator 
from Pennsylvania, the chairman of the conference committee 
on the wool bill, how .. it happened that the conferees on the 
part of the Senate did not first report the result of the confer­
ence to this body, in accordance with the uniform practice rec­
ognized not only by the Senate, but by the other branch of Con­
gress for many years, and which I feel involves a very serious 
question if the custom or rule of parliamentary procedure is 
abandoned without protest . 

.As I said to the Senator from Pennsylvania a moment ago, 
the wool bill came to the Senate by a message from the House; 
the Senate amended it and sent it back to the House of Repre­
sentatives, who refused to concur in the Senate amendments 
and asked for a conference. Under all the proceedings hitherto 
with which Senators are familiar, the conference report should 
have beeu made to this body by the conferees on the part of 
the Senate. 

Mr. LODGE. The House of Representatives asked "for the 
conference. 

l\Ir. W .ARREN. The Senate granted the conference. 
Mr. LODGE. The Senate granted it, and had the papers. 
Mr. SMITH of Michigan. The Senate had the papers. With-

out any intention to find fault with anyone, I desire that the 
matter shall not be passed over lightly and our function in 
any way impaired by apparent acquiescence when it may be­
come very material and important in future proceedings, as · it 
bas in the past. I desire to know whether there was any for­
mal abandonment on the part of the Senate conferees of this 
parliamentary right of the Senate to the custody of the original 
papers submitted to them? 

Mr. LA FOLLETTE. Mr. President, in reply to the Senator 
.from Michigan, I will state that there was no formal abandon­
ment of the right of the Senate conferees to the papers. I ap­
prehend that the innovation arose in this way: The papers were 
in the possession of the House conferees; they should have been 
delivered, under the rules, when an agreement was reached to 
the Senate conferees; but they were not delivered and were re­
tained by the House conferees. The papers remained in the 
bands of the House conferees, and were presented there before 
they were presented here. I think it was a manifest violation 
of the rule. 

Mr. REED. Mr. President--
The PRESIDENT pro tempore. Does the Senator from Wis­

consin yield to the Senator from Missouri? 
Mr. LA FOLLETTE. I suppose I am not speaking in a tone 

1f voice to be heard on the other side of the Chamber. 
Mr. REED. No; we can not hear the Senator. 
Mr. LA FOLLETTE. I beg the Senator's pardon. I was 

merely saying tbat the papers, under the rule, should have been 
delivered after an agreement had been arrived at by the House 
conferees to the Senate conferees. 

Mr. W ..lllREN. They should have been delivered into your 
hands wl.Jen the House asked for a conference, or immediately 
upon proceeding to compose the disagreements between House 
and Senate. 

Mr. LA FOLLETTE. That may be so. I presume a great 
deal of this trouble arose from the fact, Mr. President, that 
I am serving for the first time, I think, in my life on a con­
ference committee. During my five or six years' service in. this 
body I have been mostly on unimportant committees that never 
fet and never had charge of legislation. 

Mr. SMITH of Michigan. Mr. President--
The PRESIDENT pro tempore. Does the Senator from Wis­

consin yield to the Senator from Michigan? 

Mr. SMITH of Michigan. If the Senator from Wisconsin-­
Mr. LA FOLLETTE. I will yield in a moment. I wanted to 

be beard upon the other side of the Chamber with my explana­
tion as well as upon this side. I was stating that at the close 
of the conference when an agreement was reached I left the 
conference committee room very hastily, because I was not 
well, went to my committee room and left the papers with the 
conferees of the other House, and they were reported first to 
the House. This question was then raised in the House, but the 
report, after some debate, was received by the House. 

Ur. W .ARREN. May I ask the Senator a qµestion? 
Mr. LA FOLLETTE. Certainly. 
Mr. WARREN. Was there any agreement on the part of the 

conferees that they should so act? 
Mr. LA FOLLETTE. There was absolutely nothing said 

about it at the time of the final meeting of the conferees on the 
morning of the day the report was made to the House. The 
fact, I suppose, that the papers were left in the possession of the 
House conferees was treated by the House conferees as a waiver 
on the part of the Senate conferees of their right to first present 
the report here; but, Mr. President, I do not think that any 
serious harm bas resulted from that action. The report will be 
presented to the Senate to-day, and I trust it will be received by 
the Senate. 

Mr. SMITH of Michigan. l\Ir. President, I have no disposi­
tion whatever to criticize the conduct of the Senator from Wis­
consin or other conferees. However, I must disagree with him 
that no harm is likely to result, because if the rules governing 
this body as well as the other are to be subjected to the con­
venience merely of members of conference committees, the ad­
vantage of a retention of the original papers after the conferees 
have agreed will be greatly to the disadvantage of the Chamber 
to which they properly belong. I could not permit the matter to 
pass unchallenged without calling the attention of Senators to 
it that it may not constitute a precedent for the future or bind 
this body now. 

The House is most insistent in such matters. The .Appropria­
tions Committee of the House of Representatives have insisted 
again and again upon this right, when, under the rule, they be­
come possessed of the engrossed bill, to the original papers in a 
controversy between the two Houses after conference agree­
ment. While I have no doubt that the Senator from Wisconsin 
acted from the most conscientious motives, and I have no dis­
position to find fault with him, my inquiry was directed to the 
chairman of the conference committee, who, under all the 
usages and all the practices of this body would have brought to 
us the conference report. 

Mr. L.A. FOLLETTE. Mr. President, the chairman of the con­
ference committee was absent, and the duty of claiming the 
papers plainly devolved upon me. The fact that I did not 
claim the papers was due to the fact that I did not know the 
rule. 

Mr. SMITH of Michigan. If the Senator will permit me-­
Mr. L.A. FOLLE'rTE. I will say that; and if I bad been nd­

vised of the rule I should have remained in the conference long 
enough to have secured possession of the papers. 

Mr. SMITH of Michigan. But, Mr. President, the Senator 
did not have to claim the papers in order to get them. 

Mr. LA FOLLETTE. If the Senator from .Michigan will 
point out some real serious injury that bas resulted from this 
omission upon my part, I will be much obliged to him. 

Mr. SMITH of Michigan. I win point out one now. The pos­
session of these papers on the part of the House of Representa­
tives makes it entirely possible for them to concur, under 
changed parliamentary conditions in the Senate amendments, 
thus disregarding the conference report when the presence of 
Senators formerly absent from the deliberations of this body 
might alter completely previous proceedings and determine to 
hold the bill for future consideration if in our possession at 
the time. 

Mr. BAILEY. If the Senator will pardon me, circumstances 
might arise which might make that advantageous to them, but 
it is absolutely of no advantage to them now and particularly 
so when the conferees have agreed. 

Mr. SMITH of Michigan. If it is of no advantage to them, 
why did they claim the papers? Why did they not hand the 
original papers to the conferees on the part of the Senate with­
out any request and in accordance with the universal custom 
observed here between the two Houses, and specifically set forth 
in Jefferson's Manual, recognized in our procedure as good 
parliamentary law? 

Mr. LA FOLLETTE. Mr. President, I think that the House 
conferees retained the papers simply because the papers were 
left with them. I will state to the Senator from Michigan that, 
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if it is possible for him to overlook this infrnction of the rules 
this time, I think it cnn be promised to him that certain. Mem­
bers of the Senate who ha~•e not had occasion to make such 
study of the rules as some other Members upon this side have, 
will in the course of events become so familiar with the rules 
that these fine technicalities will be fully complied with. 

.Mr. BAILEY. Will the Senator from Wisconsin permit me7 
Mr. LODGE. 1\lr. President--
The PRESIDENT pro tempore. To whom does the Senator 

yield? 
Mr. LA FOLLETrE. I yield to -the Senator from Texas? 
Mr. BAILEY. As a matter of fact, neither the Senator from 

Wisconsin nor the other members of the conference committee 
were advised, as I understand, of the papers being with the 
House until after we met in conference· and they told ns so. 

Mr. LA FOLLETTE. That is true. 
Mr. BAILEY. And if there was any mistake, it was a mis­

take not of the Senate conferees and not of Senators, but the 
mistake of whoev-er delivered the papers. 

Mr. Sl\IlTH of Michigan. I am not charging any mistake or 
any intentional disregard of the rules on the part of the con­
ferees of the Senate. The papers should have been handed to 
the Senate conferees without any demand. 

Mr. BAILEY. When the Senator says that the conferees on 
the part of the Senate disregarded the rule, which I understood 
him to say--

Mr. S::\1ITH of Michigan. I did not say that. I said that 
the conferees on the part of the House had disregarded the 
rule; they should have turned those papers over to the Senate 
conferees, and the report should first have been made here. 
Does the Senator from Texas deny that? 

l\lr. BAILEY. Well, lli. President, I do not deny that. That 
would have been the orderly procedure; and if we had reached 
a point where it was materia4 I think the Senate could have 
safely depended on its conferees to insist, notwithstanding the 
clerical error-for that is all it was that carried the papers 
back to the House-upon the possession of the paper~ as we were 
entitled to do under the rule; but it became wholly immaterial, 
and, therefore, the papers being with the House conferees, we 
left them there. 

Mr. LC>DGE. l\Ir. President--
The PRESIDENT pro tempore. Does the Senator from Wis­

consin yield to the Senator from Massachusetts? 
Mr. LA FOLLETTE. I do. 
Mr. LODGE. Did I understand the Senator from Wisconsin 

to say that the papers were not in the possession of the Senate 
when the conferees met'] 

Mr. LA FOLLETTE. That is true; they were in the pos­
session of the . House. 

Mr. LODGE. Then, Mr. President, the mistake goes back of 
the conferees. The Senate made certain amendments to the 
House bill and sent the bill back thus amended to the House; 
the House insisted on its amendments and asked for a confer­
ence, appointing its conferees, and sent the papers back to the 
Senate. We agreed to the conference, appointed our conferees, 
and were in possession of the papers. 

Mr. SMITH of Michigan. We returned the papers to the 
House. 

Mr. LODGE. How did we return the papers? 
Mr. Sl\IITH of Michigan. The papers were returned when 

the Senate acceded to the request for a conference. 
Mr. BAILEY. When it agreed to the request for a con­

ference. 
Mr. SMITH of. Michigan. And the House conferees were in 

possession of the papers appropriately until the conferees 
agreed. 

Mr. LA. FOLLETTE. I am sorry to see this disagreement 
between Senators, who insist that error has been committed 
in a very serious matter. 

Mr. LODGE. I confess I had understood the papers were in 
the possession of the Senate. Although I have had some ex­
perience on conference committees, I am never clear at the end 
of the conference to which House the report should be made. 
It is a small and in itself unimportant point. The only impor­
tance in connection with it is that the practice should be uni­
form. It really makes no othe-r difference . 

.Mr. LA FOLLETTE. I think that is h·ne; and I wi11 say 
to the Senator from Massachusetts that I hope te> become famil­
iar enough with the prnctice to conform te> the rules governing 
conference reports. 

.Mr. WARREN. l\Iay I interrupt the Senator? 
The PRESIDEXT pro tempore. Does the Senator from 

Massarhusetts yield to the Senator from Wyoming? 
Mr. LODGE. Certainly; I yield to the Senator. 

Mr. WARREN. It makes a wider difference than that, be­
cause, the conferees having agreed, the Senate, for instance, 
being the House to which the conference report should be first 
presented, first takes action on the conference report; and that 
gh·es the Senate the first opportunity to say whether the work . 
of the conferees is satisfactory or not. _ 

If a conference report erroneously goes back to the House, 
and the House sees fit to amend it, then when it comes to us 
it is not the work of' the conference, but the work of the con­
ference supplemented by the Honse, and we are at a disad­
vantage, of course. 

Mr. LODGE. The House that grants the conference as I 
understand, is the House to which the report has first to be 
made; and I had supposed that the papers were necessarily in 
possession of the House granting the conference. 

Mr. WARREN.· May I again interrupt the Senator? 
.Mr. BAILEY. Not necessarily, but properly. 
.Mr. LODGE. Properly. 
l\Ir. WARREN. They should always be. The House havin!7 

been notifi~ ~at the conference had been granted, the pape-r~ 
should be within the call of the House granting the conference. 

Mr. LODGE. Precisely. 
Mr. WARREN. And the House granting the conference 

should report first. The House- rules are different from ours. 
On the House side the conferees have to make a statement and 
the statement is offered and printed a day before the c~nfer­
ence report is taken up for action. 

Mr. LODGE. They have to do that under their rules. 
l\Ir. WARREN. But they uniformly wait until we have re­

ported here, in all cases when the Senate's action comes first­
that is, when the Honse has asked for and the Senate has 
granted a conference. 

:Mr. LODGE. But the point I want to get a.t is how the 
Senate failed to have possession of the papers? 

1\Ir. WARREN. That was an oversight, probably. The Sen­
ate conferees were certainly entitled to the papers and the 
Senate to the first report. -

l\Ir. CULLOM. Mr. President--
The PRESIDENT pro tempore. Does the Senator from 

Massachusetts yield to the Senator from Illinois? 
Mr. LODGE. I yield to the Senator from Illinois. 
Mr. CULLOM. I do not know whether any special im­

portance attaches to anything I may say on this subject. I 
acted as chairman of the committee during the consideration 
of the bill in conference. I did so because the honorable Senator 
from Pennsylvania fMr . . PENROSE] was necessarily absent from 
the city. I did not myself pay any attention to the question 
where the papers were. We had the bill before us, and the con­
sideration of the case came up, and we were merely passengers; 
I mean to say the Republicans on that committee were merely 
passengers-both the Members of the House who were Repub­
licans as well as myself and--

1\Ir. LA FOLLETI'E. That is, some of the Republicans were 
merely passengers. 

l\Ir. CULLO:M. I mean the straight Republicans. 
Mr. LA FOLLETTE. I would not say the crooked Repub­

licans, of course, to my friend the Senator from Illinois. 
Mr. CULLOM. All right. I will not say crooked Republicans 

one way or the other; but the fact was, as everybody knows, 
that certain Republicans on that committee had no part or lot 
in the consideration of the bill in conference except as it de­
vol ved upon the chairman to preside and keep order. 

But when the time came that we finished the bill, and those 
really in charge of it and who did the voting got through with 
it and agreed, I said to my next neighbor, the Senator from 
Wisconsin [Mr. LA FOLLETTE], "You take the papers and get 
along with the balance of the work without anything from me." 
I turned them over to him because he was the authol" of the 
bill and, of course, was more interested in its success, as they 
had it framed, than I was. . 

That is the story of the case. I knew nothing about where 
the actual papers were, but I heard some talk, I think, of the 
fact that they were in the possession of the House. 

· Mr. LA FOLLE'ITE. Will the Senator from illinois permit 
me? 

The PRESIDENT pro tempore. The Senator from Massachu­
setts has the floor. Does tbe Senator from Massachusetts yield 
to the Senator from Wisconsin! 

Mr. LODGE. Certainly. 
Mr. LA FOLLE'ITE. The Senator from Illinois did not have 

possession of the actual papers, and he did not turn them over 
to me. He is mistaken about that. I ne-rer had possession of 
the actual papers. 

l\Ir. CULLOM. I did not mean to say that I turned oyer the 
actual papers, but I did say to the Senator to take charge of the 
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case and take care of them. I knew nothing about what was 
done with the papers-whether they were with the Senate con­
ferees or with those on the part of the House. I hope nothing 
further will come from it except what is fair and right. 

.Mr. LODGE. There is no question, I think, of the rule that 
the report is first to be made to the House granting the con­
ference. 

.Mr. BAILEY. Will the Senator from Massachusetts permit 
me here? 

Mr. LODGE. That is shown by the papers being in posses­
sion of the House granting the conference. Now, under--

1\Ir. BAILEY. Will the Senator from Massachusetts permit 
me just here? 

.Mr. LODGE. Certainly. . 
Mr. BAILEY. It has been held repeatedly in the House 

that a committee can not make a report unless it has posses­
sion of the papers. 

Mr. LODGE. Precisely. 
Mr. BAILEY. The Senator from Massachusetts is entirely 

right in saying that the House granting the conference is en­
titled to the papers, and if we were in possession of the papers 
we would be required first to make the report. 

Mr. LODGE. Precisely; I was coming to that exact point. 
As the House granting the conference, we should have been 
in possession of the papers, and there could have been no ques­
tion then as to where the report should first be made. But 
it appears from the statement of the conferees that we were 
not in possession of the papers, and that is a fault somewhere 
else. 

Mr. BAILEY. I desire to say to the Senator from Massa­
chusetts that it can hardly be imputed as a fault to anybody. 
I hardly think we ought to put the responsibility on the clerk, 
who must sit silent while we say these things. The whole 
mistake arose out of the fact that when the Senate consented 
to the conference which the House had requested, the clerk 
of the Senate carried the papers back to the House. 

It happens in this case that it is not at all material. I think 
if it had been material, if there had been disagreements which 
made it a matter of any importance as to which House should 
first consider the report, we would have insisted on having 
the papers, and yet I doubt if the House would have yielded 
to that insistence. 

Mr. LODGE. That is precisely it. The point I am trying 
to make is that the House had no business to have those papers 
in its hands. 

Mr. BAILEY. That ls true, but we can hardly complain of 
the House because they received them when they were sent 
back. · 

Ur. LODGE. Somebody gave those papers to the House con­
ferees . 

.Mr. BAILEY. The clerk of the Senate. That is the whole 
of it. 

Mr. LODGE. I am answered. 
Mr. BAILEY. It is a mistake that amounts to nothing. 
Mr. LODGE. I am answered. If that is where the mistake 

occurred, the House did right to go ahead, being in possession 
of the papers-- · 

l\Ir. BAILEY. Of course it did. 
Mr. LODGE. And the fault was ours. 
Mr. BAILEY. No; the fault was not ours. 
.Mr. LODGE. I do not mean our conferees. 
.Mr. BAILEY. Nor was it the fault of the Senate, because 

the Senate did not know what had been done, and the c;!Onferees 
did not know what had been done; and when we found what 
had been done, if it had been important enough to justify it, 
we might have come back to the Senate and said, "We are en­
titled to the papers before we go into conference, and we ask 
the Senate to request the House to return the papers." But 
we did not think that important. 

Mr. LODGE. That is the business, of course, of the clerks 
of the Houses. Through them pass the papers, and the papers 
ought never to have been in the possession of the House when 
we entered on that conference. 

Mr. BAILEY. That is true. 
Mr. WARREN. l\fr. President--
The PRESIDENT pro tempore. Does the Senator from Mas­

sachusetts yield to the Senator from Wyoming? 
Mr. LODGE. I yield. 
l\fr. WARREN. I do not like to have an undue amount of 

blame cast upon the clerks of the Senate, because it does not 
belong there. When a conference is agreed upon, the clerks at 
the desk send the papers naturally to the place where they 
ought to go--to the clerk who has charge of printing the pa­
pers. It has been so usual for either side of the conference 

committee to obtain possession of the papers temporarily if they 
wanted to see them that it never has occurred to my knowledge, 
in the somewhat long experience I have had here in conferences, 
that there has been any difficulty or difference over the papers; 

· it is so well established where they belong . 
Now, if the House had the papers ·and had had them all the 

time, the moment they go into conference the papers are the 
joint property of both until they are through, and then they 
belong to the House that granted the conference. There is no 
question about that. 

.Mr. BRANDEGEE. I ask that the Secretary read for the 
information of the Senate from the top of page 438 of the 
Manual, paragraph 35, so that it may appear in the RECORD. 

The PRESIDENT pro tempore. If there be no objection, the 
Secretary will read as requested. 

The SECRETARY. On page 438 of the Manual, paragraph 35: 
35. A conference report is made first to the House agreeing to the 

conference. 
(NOTE.-This rule seems to follow from the principle laid down by 

Jell'erson (Manual, sec. 46) that "in all cases of conference asked after 
a vote of disagreement, etc., the conferees of the House asking it are 
to leave the papers with the conferees of the other," thus putting the 
agreeing House In possession of the papers, and has been the usual 
practice in Congress.) 

l\Ir. SMITH of Michigan. I do not wish to be misunderstood. 
The papers were in the hands of the House conferees-appropri­
ately there-when the conference assembled. Under the rule 
just read, it was the duty of the House conferees to turn those 
papers over .to the Senate conferees. I am finding no fault 
with the Senate conferees for not asking for the papers. Under 
the rule, well understood and recognized by the House con­
ferees, we were entitled to the papers and entitled to ha1e the 
conference report made here first. The failure to ask for them 
I do not think is at all serious. It is the failure upon the part 
of the House conferees to deliver them in accordance with the 
universal custom of which I complain. 

Now, I am not going to make any motion that the conferees 
be directed to return those papers to the Senate, where they 
should have been returned, but I am putting on the record a 
protest against any waiver of that right, either by reason of 
the failure of the House conferees to notify the Senate con­
ferees of thetr · right to have them or otherwise. That is my 
sole purpose and intention. 

PUBLICITY OF CAMPAIGN EXPENDITURES. 

1\f r. DILLINGHAM submitted the following report ( S. Doc. 
No. 96): 

The committee of conference on the disagreeing votes of the 
two Houses on the amendments of the Senate to the bill (H. R. 
2958) to amend an act entitled "An act providing for publicity 
of contributions made for the purpose of influencing elections at 
which Representatives in Congress are elected," having met, 
after full and free conference ha-Ve agreed to recommend and 
do recommend to their respective Houses as follows: 

That the Senate recede from its amendment numbered 6. 
That the House recede from its . disagreement to the amend­

ments of the Senate numbered 1, 2, 3, and 4, and agree to the 
same. 

Amendment numbered 5: That the House recede from its dis­
agreement to the amendment of the Senate numbered 5, and 
agree to the same, amended to read as follows, viz : 

SEC. 2. '.rhat section 8, as above amended, and sections 9 and 
10 of said act be renumbered as sections 9, 10, and 11, and that 
a new section be inserted after section 7 of the said original 
act, to read as follows: 

" SEc. 8. The word ' candidate' as used in this section shall 
include all persons whose names are nresented for nomination 
for Representative or Senator in the Congress of the United 
States at any primary election or nominating convention, or 
for indorsement or election at any general or special election 
held in connection with the nomination or election of a person 
to fill such office, whether or not such persons are actually 
nominated, indorsed, or elected. 

" Every person who shall be a candidate for nomination at 
any primary election or nominating convention, or for electi8n 
at any general or special election, as Representative in the Con­
gress of the United States, shall, not less than 10 nor more than 
15 days before the day for holding such primary election or 
nominating convention, and not less than 10 nor more than 15 
days before the day of the general or special election at which 
candidates for Representative are to be elected, file with the 
Clerk of the House of Representatives at Washington, D. C., a 
full, correct, and itemized statement of all moneys and things 
of value received by him or by anyone for him with his knowl­
edge and consent, from any source, in aid or support of his 
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candidacy, together with the names of all those who have fur­
nished the same in whole or in part; and such statement shall 
contain a trne and itemized. account of all moneys and things 
of T'alue gi1en, contributed, expended, used, or promised by such 
candidate, or by his agent, representative, or other person for 
and in his behalf with his ·knowledge and consent, together with 
the names of all those to whom any and all such gifts, cuq.tribu­
tions, payments, or promises were made, for the purpose of 
procuring his nomination or election. 

" Every person who shall be a candidate for nomination at 
any primary election or nominating convention, or for indorse­
ment at any general or special election, or election by the legis­
lature of any State, as Senator in the Congress of the United 
States, shall, not less than 10 nor more than 15 days before the 
day for holding such primary election or nominating convention, 
and not less tban 10 nor more than 15 days before the day of 
the general or special election at which he is seeking indorse­
ment, and not less than 5 nor more than 10 days before the day 
upon which the first vote is to be taken in the two houses of 
the legislature before which he is a candidate for election as 
Senator, file with the Secretary of the Senate at Washington, 
D. C., a full, correct, and itemized statement of all moneys and 
things of yaJue received by him or by anyone for him with his 
lmowledge and consent, from any source, in aid or support of 
his candidacy, together with the names of all those who h3."\"e 
furnished the same in whole or in part; and such statement 
shall contain a true and itemized account of all moneys and 
things of value given, contributed, expended, used, or promised 
by such candidate, or by his agent, representative, or other per­
son for and in his behalf with his knowledge and consent, to­
gether with the names of all those to whom any and all such 
gifts, contributions, payments, or promises were made for the 
purpose of procuring his nomination or election. 

"Every such candidate for nomination at any primary election 
or nominating convention, or for indorsement or election at any 
general or special election, or for election by the legislature of 
filly State, shall, within 15 days after such primary election or 
nominating convention, and within 30 days after any such general 
or special election, and within 30 days after the day upon 
which the legislature shall have elected a Senator, file with the 
Clerk of the House of Representatiyes or with the Secretary of 
the Senate, as the case may be, a full, correct, and itemized 
statement of all moneys and things of value received by him or 
by anyone for him with his knowledge and consent, from any 
source, in aid or support of his candidacy, together with the 
names of all those who have furnished the same in whole or in 
part; and such statem~mt shall contaln a true and itemized 
account of all moneys and things of value given, contributed, 
expended, used, or pr()Inised by such candidate, or by his agent, 
representath"e, or other person for and in his behalf with his 
knowledge and consent, up to, on, and after the day of ·such 
primary election, nominating convention, general or special elec­
tion, or election by the legislature, together with the names of all 
those to whom any and all such gifts, contributions, payments, 
or promises were made for the purpose of procuring his nomi­
nation, indorsement, or election. 

"Every such candidate shall include therein a statement of 
e"'ery promise or pledge made by him, or by anyone for him 
with his knowledge and consent or to whom he has given au­
thority to make any such promise or pledge, before the comple­
tion of any such primary election or nominating convention or 
general or special election or election by the legislature, relative 
to the appointment or recommendation for appointment of any 
person to any position of trust, honor, or profit, either in the 
county, State, or Nation, or in any political subdivision thereof, 
or in any private or cOl'porate employment, for the purpose of 
procuring the support of such person or of any person in his 
candidacy, and if any such promise or pledge shall have been 
made the name or names, the address or addresses, and the 
occupation. or occupations of the person or persons to whom 
such promise or pledge shall have been made, shall be stated, 
together with a description of the position relating to which 
such promise or pledge has been made. In the event that no 
stich promise or pledge has been made by such candidate, that 
fact shall be distinctly stated. 

"No candidate for Representatiye in Congress or for Sen-
ator of the United States shall promise any office or position 
to any person, or to use his influence or to give his support to 
any person for any office or position for the purpose of procuring 
the support of such person, or of any person, in his candidacy ; 
nor shall a.ny candidate for Senator of the United St.'ltes give, 
contribute, expend. use, or promise any money or thing of value 
to as ist in procuring the nomination or election of any par­
ticular candidate for the le~slature of the State in which he 

resides, but such candidate may, within the limitations and 
restrictions and subject to the requirements of this act, con­
tribute to political committees having charge of the disburse­
ment of campaign funds. 

"No candidate for Representative in Congress or for Senator 
of the United States shall give, contribute, expend, use, or 
promise, or cause to be given, contributed, expended, used, or 
promised, in procuring his nomination and election any sum, in 
the aggregate, in excess of the amount which he may lawfully 
giYe, contribute, expend, or promise under the laws of the State 
in which he resides: Provided, That no candidate for Repre­
sentative in Congress shall give, contribute, expend, use, or 
promise any sum, in the aggregate, exceeding $5,000 in any cam­
paign for his nomination and. election; and no candidate for 
Senator of the United States shall give, contribute, expend, use, 
or promise any sum, in the aggregate, exceeding $10,000 in any 
campaign for his nomination and election : Provided further, 
That money expended by any such candidate to meet and dis­
charge any assessment; fee, or charge made or levied upon candi­
dates by the laws of the State in which he resides, or for his 
necessary personal expenses, incurred for himself alone, for 
traYel and subsistence, stationery and postage, writing or print­
ing (other than in newspapers) and distributing letters, circu­
lars, and posters, and for telegraph and telephone service, shall 
not be regarded as an expenditure within the meaning of this 
section, and shall not be considered any part of the sum herein 
fixed as the limit of expense and need not be shown in the 
statements herein required to be filed. 

"The statements herein required to be made and filed before 
the general election, or the election by the legislature at whicb 
such candidate seeks election, need not contain items of which 
publicity is given in a previous statement, but the statement re­
quired to be made and filed after said general election or election 
by the legislature shall, in addition to an itemized statement of 
all expenses not theretofore given publicity, contain a summary 
of all preceding statements. 

"Any person, not then a candidate for Senator of the United 
States, who shall have given, contributed, expended, used, or 
promised any money or thing of T'alue to aid or assist in the 
nomination or election of any ·particular member of the legisla­
ture of the State in which he resides shall, if he thereafter be­
comes a candidate for such office, or if he shall thereafter be 
elected to such office without becoming a candidate therefor, 
comply with all of the proT'isions of this section relating to 
candidates for such office, so far as the same may be applicable; 
and the statement herein required to be made, verified, and filed 
after such election .shall contain a full, true, and it.emized ac­
count of each and every gift, contribution, expenditure, and 
promise, whenever made, in anywise relating to the nomination 
or election of members of the legislature of said State, or in 
anywise connected with or pertaining to his nomination and 
election, of which ·publicity is not given in a previous statement. 

" Every statement herein required shall be verified by the 
oath or affirmation of the candidate, taken before an officer 
authorized to administer oaths under the laws of the State in 
which he is a candidate, and shall be sworn to or affirmed by 
the candidate in the district in which he is a candidate for Rep­
resentative, or the State in which he is a candidate for Senator 
in the Congress of the United States: Provided, That if at the 
time of such primary election, nominating convention, general 
or special election, or election by the State legislature said can­
didate shall be in attendance upon either House of Congress as 
a. l\Iember thereof he may at his election -rerify such statements 
before any officer authorized to administer oaths in the Dis­
trict of Columbia: Provided further, That the depositing of any 
such statement in a regular post office, directed to the Clerk of 
the House of Representatives or to the Secretary of the Senate, 
as the case may be, duly stamped and registered, within the 
time required herein shall be deemed a sufficient filing of any 
such statement under any of the provisions of this act. 

"This act shall not be construed to annul or vitiate the laws 
of any State, not directly in conflict herewith, relating to the 
nomination or election of candidates for the offices herein 
named, or to exempt any such candidate from complying with 
such State laws." 

And the Senate agree to the same. 
That the House recede from its disagreement to the amend­

ment of the Senate amending the title of the bill and agree to 
the same with an amendment, so that the title as amended will 
read as follows, viz: 

".An act to amend an act entitled '.An act providing for pub­
licity of contributions made for the purpose of influencing elec­
tions at which Representatives in Congress are elected' and ex­
tending the same to candidates for nomination and election to 
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the offices of Re}Jresentative and Senator in the Congress of the 
United Stutes ap.d limiting the amount of"campa.ign expenses." 

And the Senate agree to the same. 
WILLIAM P. DILLINGHAM, 
ROBERT- J. GAMilLE, 
Jos. F. JOHNSTON, 

Managers on the part of the Senate. 
W. W. RUCKER, 
M; F. CONRY, 
M. El OLMST.ED, 

Managers 0111 the part of the House. 

l\Ir .• WARREN. Will the Senator from Vermont state the 
~hanges more fully than they are explained in the report? 

l\1r. DILLINGHAM. The first four amendments proposed by 
the Senate are agreed to by the Honse. The fifth amendment, 
to which it disagreed, was the committee amendment of the 
Senate, which was very fully debated. Some slight changes 
were needed to this amendment, and it was thought more con­
venient to report the committee amendment of the Senate in 
full with those proposed changes. 

Those ch.anges were substantially as follows: In addition to 
making the act apply to candidates for nomination in the pri­
mary elections, it has been extended to apply to candid.ates before 
nominating conventions, and the provisions of the act are 
further extended so as to apply to all special elections as well as 
general elections. These changes are proposed in that portion 
of the section relating to the nomination of Members of the 
;House, and also in that paragraph relating to the elections of 
Senators. The phraseology of the latter part of the committee 
amendment has been changed as to contributions made or prom­
ised by any candidate or other person for and in his behalf, 
"with his knowledge and consent." 

In the next clause of th~ Senate amendment, which relates to 
promi es made by the candidate to recommend persons to posi7 
tions of trust. honor, or profit, or for other purpose, an amend­
ment is proposed to make it apply specifically to promises made 
for the purpose of procuring the support of the .Person to w horn 
they were made, or of any person, to his candidacy. It is 
simply perf-ecting the phraseology of that pro-vision. 

Mr. OVERM.AN. What is meant by the words ''for any other 
person''? 

l\lr. DILLINGHAl\l. I do not think I made that clear. The 
provision is as follows : 

E"vecy such ca.ndidn.te shall incluae therein :r statement of ever:v 
promise or pledge made by him, directly or indirectly, or by anyone for 
him with his knowledge, or to whom he has given authority tQ make any 
such prillllise or pledge, before the completion. of any su.ch primary or 
genernl election, or election by the legislatlll'.e, relative to the appoint­
ment or recommendation for appointment of ans person to any position 
of trust, honor, or profit, either in the councy, Sta.te, or Nation, or in 
any political subdivision. thereof, or in any private or corporllte em­
ployment-

Now comes the amendment-
for the purpose of securing the suppor.t of: such person or of any other 
person in bis candidacy. 

The purpose was not ctear iru the original draft and that 
was inserted to make it so. 

Then follows a new draft of the provisions of what is known 
in the Senate as the Reed amendment, lea:ving out the provision 
that-

No such candidate for the Senate or House of Representatives shall 
expend, or cause to be expended, a sum in th.a aggregate exceeding: 10 
cents for each voter in his district or State. 

All other provisions of. the· Reed amendment are preserved, 
but are rewritten with c-entain modifications. 

For instance, a candidate is permitted to ~end· money which 
the law of his State re<i.nires him to s:pend in pr:i.rnary elec­
tions. A provision is ruloo ma.de a.a; to what exnendftnres may 
be witliheld from the statement, as, for instanae; persomrl eY­
penses1 the cost of printfug letters or: cii:cula:i:s; payment af 
postage, telegraph bills, and other ~ense& of that chanacter; 
but, in orief, the Reed amendment has been rewritten and made 
to apply to as many conditi-Ons as it occurred to the committee 
might arise in an etfort t0 make its provisions opeI!rutive. 

I do not suppose that tlie· cfianges-proposed hrrve been made 
very clear by the reading of the Iieport just compieted.. I m.iglit, 
if time allowed, take up each one of them and e:x.pla:m it; but. 
as I lrave stated, it was the intention of the conferees to pre­
serve the provisions of the Reed amendl:nent, but to place them 
in a somewhat different form. 

l\ir. BORAH. Is there oojection to letting the conference 
report go over and having it printed? 

.Mr. DILLINGHAM. I haT'e no objection to having it go over, 
and that it shall be printed, if the Sen:ato.r desires. 

Mr. BORAH. I should like to fiave it go over and. have it 
printed·, 

.Mr. DILLINGHAM. I have no earthly objection to that. 
The PRESIDENT pro tempore. The Senator from Idaho asks 

that the report be printed? 
l\fr. BORAH. I do. 
The PRESIDENT pro tempore. Without objection, it will be 

so ordered. (S. Doc. No. 96.) 
NATIO~AL. MONETARY COMMISSION. 

Mr. LA FOLLETTE, Mr. 1\TEWLANDS, and others addressed 
the Chair. 

l\Ir. CUMMINS. I only desire to remind Senators that we 
have a unanimous ~onsent agreement to vote upon a measure 
nt 1 o'clock and 45 minutes, and when it was mn.de the Senator 
from Ohio [lllr. BURTON] said that he had not finished the ad­
dress he was making to the Senate upon the subject. I hope, 
therefore, that I may be permitted very soon, at least, to call 
up that bill, so that the Senator from Ohio can proceed and 
that the Senate may be ready to vote at 1.45 o'clock. 

THEJ COTTON SCHEDULE. 

l\Ir. LA FOLLETTE. I ask unanirpous consent to h::rve 
printed for the use of the Sellil.te a comparison of the rates 
fixed in the cotton schedule as passed by the H ouse of Repre­
sentatives and in an amendment whieh I propose to offer as 
a substitute to that schedule. (S. Doc. No. 00.) · 

The PRESIDENT pro tempore. The Senator from Wisconsin 
asks unanimous consent that the Senate will now order the 
printing of a document, the nature of w'hich he has stated. Is 
there objection? . The Chair hears none, and without objection 
the order will be entered. 

TARIFF DUTIES ON WOOL. 

Mr~ PENROSE. Mr President, in reference \. to the point 
raised by the S~tor from Michigan [Mr. SMITH] a:s to the pro .. 
cedure adopted by the conferees on the wool bill (H. R. 11019}, 
my attention has been called to the stenographer's. rrotes of the 
meetings of the conferees, it appearing that a steuo~rapher was 
preEent to take down certain matters, and he appears to have 
taken down considerable of the debate. The last paragraph of 
the stenographer's notes ig a.s followa;-

By unanimous consent the bill was. first to be reported to. the House 
instead of the Senate. 

1 think that is an important paragraph, if it did occUL 
:Mr. LA FOLLETTE. I d(} not recall anything ot the- sort. 
Mr. PENROSEJ. Here are the notes. 
.!\Ir. LODGE. May I ask the Senator fi:om Pennsylvania a 

question? 
I\Ir. PENROSE. Certainly. 
Mr. LODGE. Those notes show that the whole conference 

agreed to make the report to the. House? 
l\fr. PENROSE. Yes. 
Mr. WARREN. Yet the House leader does not so report, nor 

does he so ndvise the House fn debate, whatever the facts may 
be, as I read the official record of yesterday. 

l\lr. LA FOLLETTE. No; and I do not think it was sa under-
stood, notwithstanding the notes of the stenographer. 

Mr. LODGE. Those a.re the stenographer's notes. 
l\1r. LA FOLLETTE. It makes no difference. 
l\fr. SIMMONS. Mr. Prest.dent--
The PRESIDENT pro tempore. Does the Senator from Penn­

sylvania yield to the Senator from North Carolina.? 
Mr. PENROSE. I am through. These are the stenographer's 

notesr handed to me by the stenographer, and I suhmit them for 
the information of the Senate. 

l\lr. LA FOLLETTE. Mr. President, I want to say in respect 
ta that, if I may be permitted, that I do not think there was 
any stenographer _vresent during the conference~ If there was, 
1 have no knowledge of it. 

l\Ir. PE.i:ffiOS'ID. I was not present myself, and onl:y know 
what I am informed t:>y the secretary of the committee. I can 
fin·estiga.te the matter more fully. 

nr. SIMMONS. l\I:i:.. President, I think there was some hr· 
formal discussion before the conferees had agreed. I do not 
lblow wh:at statements were made at that time, but at the time 
of the :rgreement my recollection is that the question as to 
where the papers were was raised. '111e House conferees stated 
that the papers were in the possession of tfie House, not properly 
so, but actually so,. and my recollection is· that the chairman of 
the House conferees, Mr. UNDERWOOD, smted that he knew no 
way by which those papers could be returned to the Senate 
except through the action of the House; and upon that state­
ment I think it was agreed that the House ought to act first on 
the matter. 

That is my recollection of it;· but I ·agree with the Senator 
from Wisc.on.sin that at that time there was no stenographer 
present.. 

' 
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NATIONAL MONETARY COMMISSION. 

l\lr. CUMMINS. I morn that the Senate proceed to 
sideration of Senate bill 854. 

' I that the banks should keep in their own vaults either the whole or a 
ve1·y much larger proportion of the reserves now required by law-he 

the con- ~rnuld be wil!ing to af!d t~e rcquire?Je~t tllat no bank shall be pe1·mitted 
to !oan o~t its d~pos1tors money m excess of seven times the amount 
of its capital? .'Ihe purpose of that would be to secure for the deposi­
tors !be protection cf adequate capital amounting to about 15 per cent 
of their bank loans. 

The motion was agreed to, and the Senate, as in Committee 
of the Whole, resumed the consideration of the bill (S. 54) to 
require the National Monetary Commission to make final report 
on or before December 4, 1011, and to repeal sections 17, 18, 
anu 19 of the act entitled "An act to amend the national bank­
ing laws," approved l\Iay 30, mos, the repeal to take effect 
December 5, 1911. 

Mr. BURTON. I ask unanimous consent to withdraw the 
substitute for the bill which I filed on Friday last. 

The PRESIDENT pro tempore. The substitute offered by 
the Senator from Ohio is the pending question. He now asks 
that, by unanimous consent, it shall be withdrawn. Is there 
obje tion? The Chair hears none, and it is so ordered. 

1\Ir. BURTON. I desire to introduce another amendment to 
the bill in the form of a substitute, and I ask that it be now 

The Senator from Rhode Island realizes that the depositors' moneys 
are l?aned out, and the loans about equal the deposits and that the 
secunty of the depositors is the reserve required by law and the capital 
of the banks. 

The Senator will also bear in mind that there is no rule imposed by 
the pres~nt banking act regarding the relation of capital either to loans 
or deposits, and that whilst t.he aver:ige banking capital of the national 
banks an.d the average bankmg ca1;ntnl of the Nation is entirely ade­
quate, bemg about 30 per cent, I belleve, of the deposits, yet as a matter 
of fact a. great many panks, both national and State, are far below 
that reqmrement. I will ask the Senator whether he would fator an 
additional protection to the depositors in that line? 

read. 
The PRESIDENT pro tempore. 

stateu. 

Mr. ALDitI~H. 1\1~·· Pr.esident, the bank system of New York prior to 
the war, which I imagme perhaps was the best of the American sys­
tems, had a limitation of this character. No bank should loan more 
than two and a half times its capital. .As I stated in tbe remarks 
which I submitted to the Senate some time ago, 20 years ago in 1887 
the proportion between capital and loans in this country was as 1 t~ 
2.61, being a little in excess of. the Ne~ York limit. In 1907 the pro­

The amendment will be portion was as 1 to 5.21, showmg an mcrease in proportion to capital 
of almost double in the last 20 years. 

The SECRE,'TARY. It is proposed to strike out all after the 
enacting clause and to insert : 

That the National Monetary Commission, authorized by ections 17. 
18, and 19 of an act entitled "An act to amend the national banking 
law ," approved l\Iay ao; 1908, is hereby directed to make and file a 
report on or before the 8th day of January, 1912. 

SEC. 2. That sections 17, 18, and 19 of an act entitled "An act to 
amend the national banking laws," approved l\lay 30, 1908, be, and 
the same are hereby repealed, the provisions of this section to take effect 
and IJe in force on and after the 8th day of January, 1912, unless othcr­
Wi."e provided by act of Congres . 

SEC. 3. That the first paragraph under the subject "Legislative," on 
page 28 of an act (Public, No. 327, H. R. 28376, 60th Cong., 2d sess.), 
entitled ".An act making appropriations to supply deficiencies in the 
appropriations for the fiscal year ending June 30, 1909, and for prior 
year , and for other purposes," approved Uarch 4, 1909, reading as 
follows: "That the members of the National Monetary Commis ion, 
who were appointed on the 30th day of May, 1908, under the provisions 
of section 17 of the act entitled 'An act to amend the national hanking 
laws,' approved l\fay ao, 1908, shall continue to constitute the National 
Monetary Commi sion until the final report of said commission shall be 
made to Congress; and said National Monetary Commission are author­
ized to pay to such of its members as are not at the time in the public 
set·vice and receiving a salary from the Government, a salary equal to 
that to which said members would be entitled if they were Member 
of the Senate or House of Representatives. All acts or parts of acts 
incon istent with this pi'.OVision are hereby repealed," be, and the same 
is hereby, repealed. 

SEC. 4. That no one receiving a salary or emoluments from the Gov­
ernment of the United States in any capacity shall receive any salary 
or emolument as a member or employee of said commission from the 
date of the passage of this act. 

l\lr. BURTON. I can bri~fly explain the substitute. It con­
tains four sections. The first section directs the National l\Ione­
tary Commission to file a report on 01~ before January 8, 1912. 
The second section brings the work of the commission to an 
encl-abolishes it-on the 1st of May, 1912, unless otherwise 
ordered by Congress. The third section immediately abolishes 
the salaries which have been paid to members of the commis­
sion after the termination of their connection with the respectirn 
Houses of Congress. The fourth section prohibits the payment 
of salaries or compensation to employees now receiving salaries 
from the Gm·ernment. I think this statement makes clear what 
is contained in the proposed substitute, and that I have stated 
all that is in it. 

Ur. NEWLANDS. Mr. President--
The PRESIDEN".r pro tempore. Does the Senator from Ohio 

yie!d to the Senator from Nevada? 
Mr. BURTON. I do. 
Mr. l\""EWLANDS. I ask leave to insert in the RECORD cer­

tain exlracts from previous remarks in the RECORD upon the 
que tion of banking reform of the National Monetary Commis­
sion bill as explanatory of the amendments proposed by me to 
the Cummins bill for the early report of tbe National Mone­
tary Commission and the termination of its service. I make this 
request for the reason that as by unanimous consent the vote 
on the Cummins bill is fixed for a quarter to 2, only half an 
hour distant, and the Senator from Ohio has the floor. There 
will not be sufficient time for me to present my views on the 
bill and on my amendment, and these extracts will explain the 
reasons for my action. 

The PRESIDENT pro tempore. In the absence of objection, 
permission to do so is granted. 

1'he matter referred to is as follows: 
[Uar. 11, 1908.] 
BANK CAPITAL. 

l\lr. NF.WI.ANDS. I should like the attention of the Senator from Rhode 
Islnnd whilst I renew the question which I asked him during the ar"'n­
men t of tl.ie 'enator from Arkansas [l\f1·. CLABKE], and that 'is whether 
in addition to the requirement which he has already acquiesced iu~ 

I see no objection to fixing a limit. I think myself that the troubles 
we have had have grown out of overexpansion of credit. But I never 
would fix it as high as 1 to 7, because it would be greatly in excess of 
what is shown to be safe banking by the experience of the world. I do 
not, perhaps, think it is necessary ; certainly not neces ary in this bill. 
.As I have already stated on several occasions, this bill does not pretend 
to be a panacea for all financial ills, and we certninly can not at this 
time undertake to dispose of them au. I think a limitation of loans in 
proportion to capital is a wise one, but I certainly would not fix the 
limit at 1 to 7. 

Ur. NEWLANDS . .As I understand, then, the Senator would fix it at 
1 to 5'1 

:Mr. ALDRICH. I would not say. I would not want to say, otfhand. 
what the proportion should be. I have stated the fact that there has 
been a growth in this country from 1 to 2.61 to 1 to 5.21-double in 
20 years. 

l\lr. NEWLANDS. The only difference between the Senator and myself is 
that ,he would require greater caution in this particular than I suggest. 
I quite agree with the Senator from Rhode Island that the relation 
ought to be about 1 to 5. I stated 1 to 7 in order to liberalize the sug· 
~estion in order to prevent any possible objection. 

Now, let me state to the Senator, as he weH knows, there is no re­
quirement in the national banking act that the capital shall bear any 
fixed relation to the loans, nor is there, I believe, in the State banking 
acts, and the result is that we have such conditions as these: That the 
Knickerbocker Trust Co., of New York, with a capitnl of only $1,000,000, 
was able to make loans to the amount of $50,000,000. So the propor­
tion of capital to loans was not that of 1 to 5, as the Senator from 
Rhode Island suggests, but was the relation of 1 to 50. 

Now, when that was called to my attention it was accompanied with 
the suggestion that it was simply a State bank. I then looked to the 
national banking act to see whether there was any provision there that 
would prevent such reckless banking, and I found there was none; that 
while the depositor is partly protected by requiring the bank to keep a 
certain proportion of the deposits in its vaults in order to respond to 
checks, there is no provision at all as to the amount of invested capital 
that shall be maintained as security for those deposits. And it is per­
fectly possible under the national banking act to-day to have a bank 
conducting a business of the enormous proportions of the Knickerbocker 
Trust Co., involving fifty millions of deposits and $50,000,000 of loans, 
upon a capital of only $1,000,000. Safe banking requires that depos­
itors should have two sources of protection-one the protection of an 
ample reserve, the other the protection of an ample capital. 'l'he least re­
serve required should be an average of 20 per cent. The least proportion 
of capital should be 20 per cent also. Then you have safe banking, be­
cause the depositors of the bank have not only the security of the loans 
in which their moneys are invested, but they · also have in addition the 
20 per cent reserve in cash in the bank and the 20 per cent in capital 
put in by the stockholders and invested in marketable securities. 

The best mode of securing depo itors is not by a guarnnty fund con­
tributed by the banks or by a guaranty of the Government, but by pro­
viding for a sufficient reserve and sufficient capital. H we have in re­
serve and in capital a security of 40 per cent of the deposits, we will 
have a safe banking system. 

REGULATION OF STATE BANKS. 
Now, Mr. President, while I am upon this subject, I wish to add 

that it is utterly impossible to have a safe banking system in this 
country as long as we have two systems differing as to the security 
offered to their depositors. We have in this country two systems, the 
national banking system and the State bank system, both about equal 
in capitalization, both about equal in deposits; and yet under State 
banking laws there are not sufficient requirements as to reserves and 
there are not sufficient requirements as to capital. So at any time, 
however you may guard the national banks by proper provisions re­
garding reserve and capital and their relation to deposits and loans, the 
entire system may be broken down by inadequate reserves and inade­
quate capital upon the part of the State banks. We all know that if 
the State banking system of the country is involved In difficulty it 
involves the national banking system also, and that you can not pos· 
sibly inaugurate a system that will successfully work in preventing 
panics if it is confined to one kind of banks alone. 

If that be so, it seems to me that the very next reform which should 
suggest itself to the Senator from Rhode Island is the reform of secur­
ing under the State banking system sufficient reserves and sufficient 
capital such as we aim ·to require under the national banking system. 
'l'hat can be done in one of two ways, by persuasion or by compulsion, 
the latter being based on the power given to Congress to regulate com­
merce between the States, for all State banks are en~aged in interstate 
exchange, which is one of the forms of interstate commerce. The 
Senator from Rhode Island asked me the other day while I was ad­
dressing myself to this question whether a check sent by a man in one 
State to a man in another State constituted inter tate commerce. I 
was then endeavoring to put an hour's speech through a half-hour 
nozzle, as I had to take the tr.a.in. and I declined to enter into that 
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question. But I find that the Wall Street Journal has answered it for 
me, and I will ask the Secretary to. read this · excel'pt from the Wall 
Street Journal. · 

Mr. NELso~. Mr. President--
The VICE PRESIDENT. Does the Senator from Nevada yield to the 

Senator from Minnesota? 
Mr. NEWLANDS. Certainly. 
Mr. NELSON. I wish to call the Senator's attention to the fact that 

authority from that source is n-0t of much vala.e here in the Senate. 
Mr. NEWLANDS. However, it may be persuasive with the Senator 

from Rhode Island. · 
Mr. FLINT. I suggest to the Senator from Minnesota. that it might 

have great weight on the other side of the Chamber. 
Mr. NEWLANDS. I ask. the Seeretary to read. 
The VrcE PRESIDENT. Without obj~ction, th.e Secretary will read as 

requested. 1 
The Secretary read as follows : 

"REVIEW AND OUTLOOK-WHAT IS INTERSTATE COMMEBCE? 
"In the Senate, on Tuesday, Senator Aldrich asked the following 

question of Senator NEwLANns : 
" ' In case a business house in New York sends a check to a firm in 

Connecticut, does that constitute intei:state commerce?' 
u Senator NEWLA.NDS did not answer the question. 
" Innocent and simple as it appears, it is, in fact, a very big ques­

tion, and it strikes at the very vitals of the whole problem of Federal 
regulation. 

"The answer to Senator Aldrich's question from the point of view 
of the Wall Street Journal would have to be 'Yes.' The sending of a 
check' from o.ne State to another involves the transfer of a valuable 
thing from one State to another. It is interstate commerce. Whether 
we like it or not, the developm.ent of business in the United States is 
revolutionizing all of our conceptions and changing most of our points 
of view. Commerce is no longer an affair of a township or a city or 
of a s.tate. The economic unit has become a continent. The mailing 
of a letter, the sending of a telegram, and the holding of a telephone 
conversation between New York and Chicago, and almost all of the 
operations of business have become interstate in character." 

Mr. NEWLANDS. Mr. President. whilst the reliability of this author· 
ity seems to be questioned, the logic of its statement can not be. Is 
there a Senator on this fioor who will rise and say that the transac­
tion by which goods are transported from the State of California to 
the State of New York is not interstate commerce? If that be true, 
is it not also true that the transaction by which the payment of those 
goods in money is transported from New York to California is inter­
state commerce? Is there a Senator on this floor who will rise and 
insist that a telegi:apbic message sent from one State to another is not 
interstate commerce? 

Mr. BEVERIDGE. That question has been specifically decided by the 
Supreme Court. Of course it is interstate commerce, and was. so 
decided several times since th~ Pensacola case. 

Mr. NEWLANDS. Of coursei. it is 1.ncontestable. Is there a Senator on 
this floor who will rise ana say that a whisper through a telephone 
from New York to Chicago is not interstate commerce? If that be 
true, how can you deny that the transactions of commerce conducted 
through banks, the great agencies and instrumentalities of commerce 
and involving interstate and foreign exchange, do not come within the 
supervision and the control of the National Government? 

I am aware that whenever a suggestion is made of the application of 
the interstate-commerce power of the Constitution to an existing con­
dition the cry of centralization is raised. If it involves control, if it 
involves restriction, if it involves requirements, Senators on that side of 
the House accustomed to invoke the power regarding interstate and for­
eign commerce in the subsidizing of railroads, in the subsidizing of ships, 
in every form of grant or privilege or subsidy, wiII oppo.se it because it 
involves restriction, while on this side of the House Senators have been 
so accustomed to stand on guard against usurpation of State rights 
and powers by the National Government that although they wish to 
institute reforms, they question the national rtgbt and our power. 

There can be no question about our power. We have exercised it 
again and again. We take hold of a State railroad engaged in inter­
state commerce with not a mile of its line in any State except the 
State in which it is incorporated., and r,et receiving goods for shipment 
to other States, and what do we do with that railroad, by the vote of 
both sides of the Senate, by a recent vote in which there was but one 
dissenting voice? We take hold of that railroad and we compel it to 
present to the Intel'State Commerce Commission of the Nation reports 
of all its transactions, State as well as interstate. We not only regu­
late its rates, so far as interstate commerce is concerned, but we regu­
late its conduct of business. We compel it to apply safety appliances 
to its trains and everywhere we exercise supervision and regulation not 
exclusive supervision and regulation and supervision and regulation in 
the interest of interstate commerce. 

Mr. ALDllICH. Mr. President-- · 
The VICE PRESIDENT. Does the Senator from Nevada yield to the 

Senator from Rhode Island? 
Mr. NEWLANDS. Certainly, 
Mr. ALD1ucIL Does the Senator think that the Congress of the United 

States can fix a rate of interest to be paid by loans in State banks? 
Mr. NEWLA:t-.-ns. Well, Mr. President, that Is a question that I would 

not like to answer in a moment. It certainly would have no power to 
fix the rate of interest as to a purely State transaction. I will admit 
that. But I am not prepared to answer the question as to whether it 
would have the power to regulate the rate of interest, so far as inter­
state transactions a.re concerned. When I contend for this power of the 
Nat!onal Government I do not contend that it is exclusive power. The 
Nation.al Government has the same power in its jurisdiction over inter­
state commerce that the State has over State commerce, and where the 
corporation is engaged in both State and interstate commerce it is sub­
ject to the supervision and control of the ·state, so far as State com­
merce is concerned, and to the control and supervision of the Nation 
so far as interstate commerce is concerned. TM jurisdictions do not 
conflict, and each sovereign is supreme within the limits of its juris­
diction. 

Now, what is this whole system of exchange? It is simply a system 
of transportation, a transportation of values. The railroads transport 
the goods ; the banks transpo1·t the values. Both' are absolutely essen­
tial to commerce; both are absolutely essential to interstate commerce 
It is important to interstate commerce that we should have the safe 
conduct of passengers on the railroads, and therefore safety 3.l)pllances 
are required of State railroads by national law. It is important to 
interstate commerce that State banks engaged in interstate transactions 

sh~ld have ~': safety appliances of a su:fficient reserve and "an amp~ 
capital, and it is the duty of the Nation to see that•these safety applic 
ances are required. 

So far as interstate commeree is concerned, the Nation has all the 
power that the State has in State commerce. _ 

Now, Mr. President, why should we stick in the bark when we are 
considering this question of th-e banks and of currency, this important 
system of transporting values, this system upon which all values in 
the country are dependent, the breaking down of whieh may at any time 
p~o.strate the industries of. the COUJ?.try_? Why should we not, when re­
v1smg our system of bankmg, reqmre m the interest of interstate com­
merce that the State banks engaged in interstate commerce should 
maintain as a condition of the exercise of that privilege the same re­
serves and the same capital as are required under similar circumstances 
of national banks? 

PERSUASION. 
But if the Senator from Rhode Isl.and is not prepared to admit this 

proposition, if he insists that it is not within the power of the Na­
tional Government, if he insists that it iS' a matter absolutely within 
the jurisdiction of States so far as State corporations are concerned, 
and that the Nation's action must be confined to the corporations of 
its own creation, then I ask him why he should not apply all the 
powers of persuasion to the State banks that can be applied? 

The Senator is now proposing a measure that is intended to meet th.a 
emergency requirements of the ~untry; that is inten<led to prevent these 
extraordinary bank panics created by the timidity of depositors. The 
depositors of State banks can be as timid as the- depositors in national 
banks, and they are as timid. It we are to provick an emergency meas· 
ure that ls to tide over a panic, there is every reason why we should 
give the State banks the benefit of the emergency pro-vision. The very 
purpose that we have in view is the seeurity of the country, the security 
of our entire banking system, national and State, and we must know 
that it the State banks of the country, which aggregate about one-­
half of the bank capital and more than one-half of the deposits of the 
country, are prostrated, our national banks will be prostrated with them. 

If, then, we are providing for an emergency currency the State banks 
should have the benefit of it upon depositing the security required by 
law. And we can accompany the privilege with the condition that the 
State banks desiring its benefit shall receive it upon the condition that 
they will eomply with the requirements o! the national banking act so 
far as reserves and .capital are concerned. 

So the Nation would have a persuasi-ve influence upon the banks of 
the States in gradually making them conform to national requirements 
in the interest and fo.r the security of the depositors, and all doing 
business with it in State or interstate transactions. There is not a 
State bank that would not realize that at some time it would be com­
pelled to resort to the Nation for the funds with which to meet an 
emergency of this kind. and it would be eager to put itself on the list 
of those who could lawfully apply. So these State banks would gradu­
ally accommodate their reserves and their capital to the requirements 
of the national law. 

More than that, our action would be persuasive upon the legislatures 
of the States themselves. They would probably pass similar laws. 
Thus the educational process would be set at work, and in. the end w~ 
would have uniformity throughout the country in all the banks of the 
country, both as to the reserves and the capital required. 

Mr. President, I realize that all this can not be done in a day. We 
can enact in a day the law by which it is to be accomplished, but the 
process provided by the law must be a gradual one. What is tfill.t 
process to be? It would not do .to provide that these reserves should 
be required to-morrow or that this capital should be increased to-mor­
row. Time must be given. The State banks during the past year hav-e 
had an average reserve of less than 8 per cent. In many of the State 
banks the reserve is far above that average, and in many of them far 
below. 

What would yon think of a national-bank system if you realized 
upon looking at the reports of the Comptroller of the Currency that 
all the national banks of the country had an average of only 's per 
cent? 

To-day the national banks hnve an average reserve of 18 per cent 
though it ls unequally distributed, and the State banks have an aver: 
age of less than 8 per cent. Yet if you should attempt to compel the 
State banks to come up immediately to the requirements of the national 
banks it would mean upon their part an immediate contraction of their 
loans, which would result in liquidation and universal distress 

The thing that we must do is to provide a gradual process for fn.. 
creasing the reserves of the State banks, lasting over a period of 5 or 
10 years, at the rate of a certain percentage annually, the increase to 
be accomplished under the direction of the Comptroller of the Cur­
rency. In that way they can gradually draw into their vaults the 
lawful money required fol' the reserves established by the national law 
and thus they will be able to sustain their existing volume of bank 
loans and bank credits. 

In this manner the business of the country will not be disturbed in 
the slightest degree. So far as bank capital is concerned, that can be 
increased in the same gradual manner, and within a period of 5 or 
10 years we will have all the banks of the country, State and national 
under laws providing adequate protection to depositors, both in re~ 
serves and capital. I trust that the Finance Committee will seriously 
consider this suggestion, and that now, whilst the subject is fresh in 
our minds, ref.arms in our banking system, admittedly necessary, will 
be added to this emergency provision recommended by the committee. 

[May 15, 1008.] 
.AMENDMENT OF NATIONAL BANKING LA WS-B.EGULATION OF STATE BANKS. 

Mr. NEWLANDS. Mr. President, I regard the question of the relation 
of reserves to deposits and of capital and surplus to loans as of very 
much more importance than the creation of an emer~ney currency, and 
I trust that the committee ot conference will take up these two ques­
tions fully and exhaustively. The great difficulty with the banking 
situation of three or four months ago was that the banks did not 
have on hand a sufficient amount of cash reserves to meet the checks 
of their depositors. The difficulty was with the State banks, rather 
than with the national banks. The statistics show that, on the average, 
the national banks had a cash reserve of about 18 per cent, whilst 
the State banks of the country had on hand a cash reserve not ex­
~eding 5 per cent. It is utter tolly, Mr. President, in my judgment, 
to attempt to inaugurate a safe system of banking unless we bring 
the State banking system into harmony with the national banking 
system so far as the requirements regarding reserves and capital are 
concerned. I have contended throughout that_ it was the duty o! 
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Congress not only to see to it that the national banks kept within their 
vaults an adequat~ proportion of the cash re erves required by law, but 
that, in the interest of interstate and foreign commerce, clearly within 
the regulation and control of the Nation, we should so legislate as to 
prevent State banks engaged in interstate and foreign commerce from 
maintaining a system which not only imperiled the safety of their 
banks as financial institutions, but imperiled the safety of the entire 
national banking system of the country, for we may perfect our na­
tional banking system to the highest degree, yet if the State banking 
system be insu1ficient in the security offered to depositors, the danger 
of the State banks will affect the national banks, for depositors do 
not discriminate as between them-a panic is never logical-and when 
depositors in State banks become alarmed the depositors in national 
banks, however secure they may be, also become alarmed. 

The difficulty with the measure thus far considered by the Senate 
has been that it simply provides an emergency currency to meet the 
contingency of a panic when the p'll.nic is on and public apprehension is 
aroused. Our attention ought to be directed to so securing depositors 
in the matter of the capital of the banks and in the matter of reserves 
as against their deposits as to make a panic absolutely impossible. 

NATIONAL CLEARING-HOUSE ASSOCIATION. 

:Mr. President, the bill coming from the other House adopts one wise 
provision, which bas been the evolution of experience, and that is the 
legalization of clearing-house associations as a part of the national­
bank system. Tllese clearing-bonse associations have thus far been 
voluntary associations created by the banks themselves, partly national 
.and partly State. They have been organized for mutual convenience 
and for mutual protection. We have found that it is absolutelv neces­
sary for these banks to get together in times of panic through their 
clearing-house associations, and thus restore public confidence by giving 
aid to individual banks whose financial safety was imperiled. The 
House bill very wisely, it seems to me, creates these as ociations, legal­
izes them, and makes them the instrumentalities through which the 
emergency circulation is distributed. That pro-vision is the result of an 
experience of yenrs, and it has been demonstrated that it is a wise 
method of meeting these great emergencies. 

The Senate Committee on Finance have an opportunity to approve of 
this provision legalizing the national-bank clearing-house association 
and they can make such associations the agency for securing safety iii 
the State banks as well as in the national banks. 

There is not a. State bank in the country that will not want to be­
come a member of a national clearing-house association jf that associa­
tion . bas the pow~r of issuing emergency money. If it applies for ad­
miss10n, the Na~1on, the creator o~ these clearing-house associations, 
can attach conditions to the admission, and those conditions should be 
that the State banks should keep the same reserves in their vaults that 
are required of the national banks and that their capital ·should have 
the same relation to their loans as is required or should be required 
under proper law-and I hope the Finance Committee will cover that­
as is required or :Should be required of the national banks. 

Such measure is simply persuasive; it is not coercive of the State· 
though, believing as I do, in the full power of the Nation over inter' 
state and foreign commerce, I would not hesitate to support a bill that 
would compel State banks, in the intere t of interstate and forei"n 
commerce, to provide such safety appliances for finance as the Nati~n 
applies to State roads regarding interstate transportation. But here 
we have an opportunity by simple persuasion to induce State banks to 
co~ply with the national-bank requirements as to reserves and as to 
capital. 

But it may be said that it will not- do to make this chan"e suddenly 
because the national banks will then be compelled eitbe~ to largely 
increase their _re~e~ves of. gold an~ of lawful money, or they wili be 
compelled to d~mllllsh their loans m. <?rder to bring their loans within 
the legal requirements of the provis10ns regarding their relation to 
reserves. It would, of course, be impossible in a day or in a week or 
in a month or in a year to secure to all the banks of the country an 
actual reserve, an average of _even 20 per cent, for, in order to sustain 
the volume of bank loans which prevailed at the time of the panic it 
would be necessary to have a cash reserve of at least 2 000 000 ood in 
all of our banks, national and State, whereas, as a matter ~f fact we 
bad only $1,000,000,000. ' 

But this change can be brought about gradually, and it can be brought 
about by providing in this law that the banks shall be compelled to 
keep a certain proportion of their cash reserves in their own vaults­
an increased ;im_ount-and .th~t the State banks that become members 
of tllese ass_oc1ations. shall s1m1larly comply with that provision ; and we 
si!vuld provide that it shall be gradually brought about, within a perfod 
of five years, und.er the direction. of the Comptroller of the Currency. so 
that the banks will have ample time largely to increase their reserves in 
order to sustain the existing volume of bank loans and to meet the 
requirements of the future with reference to increased bank loans. 

• • • • • • • 
THOROUGHGOING LEGISLATION NEEDS. 

Mr. President, the treatment of this question by the Finance Com­
mittee has been simply skin-deep. They have never reached the r eal 
question. It is palliative treatment. It is not a radical cure. There is 
but one way of making these banks safe, and that is to provide for an 
average reserve of all the banks, national and State, of at least 20 per 
cent, but providing for it gradually and without wrenching too seriously 
existing conditions of finance. 

The banking system can never be safe until by law the relation of 
capital and loans is established so that there can not exist such a condi­
tion of thmgs that a bank with $1,000,000 of capital can accept 
$50,000,000 of deposits and loan the fi0,000,000-almost the entire 
money-to customers, the security in capital thus being only 2 per cent. 

The Senator from Rhode Island, in answer to an interrogatory that I 
put to him when the question was last before the Senate, said that the 
old State banks regarded the safe relation of capital to loans as one to 
two and a half. There should be a provision of law that no bank should 
be permitted to loan its depositors' money to an amount more than five 
times exceeding its capital and surplus. Whenever it reaches that point 
it should cease loaning, and it must keep its depositors' money in its 
vaults, where it will be responsive to their demands. If you provide 
that the banks shall have an average reserve of 20 per cent in lawful 
money and a capital of at least 20 per cent of their permitted loans 
then you have, in addition to the securities in which the depositors~ 
money is invested, ·the actual cash reserve on hand subject to their 
~heck, and you have an additional security of 20 per cent in the shape 
:>f bank capital and surplus. Thus the depositor has a security of 40 
per cent in addition to the security in wliich his money is invested. 
Whenever you organize a banking system of this kind it will simply 
follow the rules of safe financing and safe banking throughout the 

world, rules which until recent years prevailed in this country and in 
the safest States in the Union, and notably in New York State. Until 
you ~o that you will ~ever have a safe system of banking, however you 
~ay mcrease this pamc money, this emergency money, that is intended 
simply to relieve, after an unnecessary panic has been created the ap­
prehension of depositors as to their security. Such apprehensio'n should 
be guarded against not by Government guaranty of deposits but by 
compelling the .banks to have sufficient capital and sufficient reserves to 
give the depositors absolute security, so that their apprehensions and 
fears will not be aroused. 

I hope the Finance Committee will take under consideration when 
this matter g-oes into conference, certain resolutions which I ha~e pre­
sented to-day and which I intended to present as instructions to the 
Finance Committee in reporting this bill to the Senate. It was my 
purpose to cover these questions and to have a vote of the Senate if 
pos ible, ,instructing the Finance Committee to shape these amendme'nts 
which I have suggested and to present them to the Senate :for its action 
upon the House bill. So far as I am concerned, I would rather build 
up on the House bill, with its clearing-house provisions, than I would 
on the Senate bill. 

[May 28, 1908.] 
A BILL FOR INFLATION. 

Mr. NEWLANDS. Mr. President, I wish to say a few words regardin~ 
this conference repo~t. ~ shall vote against the adoption of the report, 
~n~ I shall v~te agamst i~ because the tendencies of the bill reported, if 
1t is en~cted l!lt<? law, will be. to increase, instead of curing and doing 
away with existing abnormalities. The abnormality under which we 
haTe been suffering is an inflation of bank loans, made by our national 
and ~tate banks from the moneys of their deposits without maintaining 
sufficient cash reserves to meet their depositors' checks. 

.Another unhealthy condition is that there is in the country no proper 
security in ~he way of bank capital to the depositors in banks. 

The relation of bank loans to bank capital is left entirely, or almost 
entirely, to the judgment of tM banks themselves; and, as a result, we . 
have this condition: Certain banks, with larger bank capital than is 
necessary, when you take in view the amount of their deposits and 
others where the amount of the bank capital is less than shouid be 
required ; and we all know that the real security which the depositors 
han, in addition to the securities and negotiable paper in which their 
deposits are invested by the banks, is the bank capital and surplus and 
the bank reserves. 

As an evidence of this unhealthy condition I have only to state that 
when the panic came on the aggregate deposits in all the banks of the 
country-national banks, State commercial banks, State savings banks 
and trust companies-was about $13,000,000,000; and against that 
extraordinary amount o:f deposits there was a reserve in the banks of 
only 1,000,000,000, or 8 per cent; and that if you exclude the savings 
banks as not requiring any considerable amount of reserves and esti­
mate, as is the fact, that the deposits in all the commercial banks 
State and national, amounted to $10,000,000,000, the reserves equaled 
only 10 per cent. But even if there had been an average reserve of 10 
per cent in all the commercial banks of the <:ountry, national and State 
the unhealthiness of the condition would not have been so apparent. ' 

But we find the greatest disproportion between the reserves existing 
in State banks and the reserves existing in the national banks. The 
average reserve of the national banks at that time was 18 per cent· 
the average reserve in the State banks, the commercial banks, was le s 
than 6 per cent. and yet, as the Senator from Oklahoma [Mr. OWEN] 
so well obsNved, the State banks outnumber the national banks and 
have two-thirds of the bank capital of the country and nearly two­
thirds of the deposits of the co"untry. The danger point, then, in our 
whole system of re£erves is in the State banks, which outnumber the 
national banks and outclass them in both capital and deposits. 

So also as to national banks. Whilst the average reserve was 18 per 
cent, yet the manner in which that reserve was distributed amongst 
the' va1·ious banks indicated a most unhealthy condition. Of the total 
reserves in all the banks, national and State, amounting to $1,000,-
000.000, the national banks. though inferior in number and inferior in 
capital and depo its, had $700,000,000 of reserves, and of that $700,-
000,000 of reserves over $300,000,000 was in the central reserve city 
banks in New York, Chicago, and St. Louis, and nearly $200,000,000 
was in reserve city banks, about 300 in number, and only about $200,-
000,000 was in the country banks, over 6,000 in number, so that over 
one-half of the reserves of the country were in banks averaging less 
than 400 in number, in the central reserve and reserve city banks, and 
less than half of them were in 6,000 national banks, constituting the 
counti·y banks of the United States, and whose obligations to indi­
vidual depositors far exceeded in amount the similar obligations of the 
reserve city and reserve banks. 

Now, how was that? Simply under the existing law which permits 
these country banks to deposit three-fifths of the i·eserve required by 
law in reserve-cities and centrnl re erve cities. The result was that 
over one-half of the legal resei·ves of over 6,000 national banks of the 
country was accumulated in less than 400 banks in our great cities, 
mainly New York, and used there for promotion and speculation. We 
all know the methods employed during certain seasons. The New York 
banks offer tempting rates of interest to the country banks for their 
reserve money, which they are forbidden to use locally, draw in the 
money, and then lend it to those who are interested in promotion and 
stock peculation. 'l'be spring and summer month is the time cho en 
for the promotion of the great industrial corporations of the country, 
for the promotion of great trusts, and for the increased issue of rail­
road stocks and bonds. 

The prices go up in the market; and the faster the prices go up the 
greater is the demand upon the New York banks for money :for spP.cula­
tive purposes, for it is a peculiar condition of the stock market that as 
the market is rising the demand for speculation increases; and that 
when it is going down and more :favorable opportunities are presented 
:for getting stocks at their real values, the demand for them diminishes. 
So it is that after the summer season is over, when the country banks 
require the moneys which they have deposited in the reserve cities at 
interest for the purpose of moving the crops of the country, when they 
require the small sums of $200.000,000 or $300.000,000 for that pur­
pose, the money is not forthcoming; the banks in the reserve cities and 
in the central-reserve cities can not pay it to the country banks without 
calling in their loans; and that means a contraction of values, a slump 
in the market, a local panic, and possibly a panic extending over the 
entire country. 

We have had numerous evidences of such panics within the past 10 
years. A panic of that kind is almost a yearly occurrence. Sometimes 
it is only local in its consequences; but it those consequences are suffi­
ciently severe and involve enough mercantile houses or brokerage houses 
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or banks, then we :find the country alarmed, and there is a general de­
mand for money on deposit. So that whilst the average of reserves ln 
the n1tional banks of 18 per cent is perhaps sufficient, it is so distrib­
uted as not to make it an element of safety in any banking situation. 

INADEQUACY OF BANK RESEBVES ADMITTED. 

Now, Mr. President, this evil is very evident. The Senator from 
Rhode Island [Mr. Aldrich] admits it. In a speech which h~ delivered 
when he first reported his bill in this body he used the followmg words : 

"I have already alluded to the inadequacy of bank reserves. When 
we compare the reserves of our banks with the reserves of similar 
European institutions this inadequacy becomes painfully apparent." 

"This inadequacy becomes painfully apparent," and yet th~ Senator 
from Rhode Island has nowhere addressed himself to this important 
question, but has only addressed himself to the question of ~urther 
inflating the loans of the country and aggravating and exaggeratmg the 
condition of inflation that now exists. 'l'he Senator will doubtless reply 
that there was no time for this; that all we could do was to address 
ourselves to the question of emergency. That may have been true when 
the Senator first presented his bill; an emergency was then on, but 
that emergency has passed, and the financial conditions of the country 
are now on the road to recovery; yet since the Senator presented his 
bill over four months have elapsed, and I will venture to say that he 
has not once called together his committee during that entire period for 
the consideration of this important question. 

The Senator says that he has alluded to the inadequacy of bank re­
serves. that "this inadequacy becomes painfully apparent," and yet, 
with this condition of things, when this inadequacy is " painfully ap­
parent " and when he and bis committee have had four months to 
consider this question, he brings into this body, upon a day's notice, a 
new measure in which no allusion is made to this unhealthy and ab­
normal condition, and no remedy presented. 

This is of a piece, Mr. President, with the administration of the 
Finance Committee under the Senator from Rhode Island durin~ his 
entire administration of 12 years. During that time how many efforts 
has the Senator made to reform the bank act? Did he not know 12 
years ago, as well as to-day, that this system of piling up the bank 
reserves of the country in a few cities, to be used there for promotion 
and speculation, was prejudicial to the safety of the country? Year 
before last we had a warning upon this subject, if prior to that time we 
had lacked information upon it. 

I remember in the debate in the early part of 1907, long before the 
recent panic, when the Senator then, as now, was bent upon inflating 
the currency instead of securing upon a safe foundation the banking 
system of the country, that I then presented an amendment. A meas­
ure was pending in this body providing, I believe, for greater issues of 
currency, a larger proportion of currency upon national bonds, increas­
ing the proportion from 90 per cent to 100 per cent-resulting, I be­
lieve, in an issue of $400,000,000 more of bank notes-and also doing 
away with that provision of the banking act which srevented bank 
notes from being retired at a rate of more than $3,00 ,QOO a month. 
When this measure was pending I then presented to the Senate an 
amendment intended to remedy this condition regarding the reserves. 
In my remarks upon that occasion I said : 

"Now, Mr. President, I wish to say one word regarding the reserves 
of the~e banks. We have a system which crowds all the reserves of the 
national banks of the country in New York City. That seems to me to 
be a vicious system, because it collects from every part of the country 
money to be used simply in speculation." 

• • • • • • • 
Mi·. President, I should like the attention of the Senator from Rhode 

Island for a moment. I call his attention to a few sentences in his 
speech of February 10, 1908, in which he said : 

"I have already alluded to the inadequacy of bank reserves. When 
we compare the reserves of our banks with the reserves of similar 
European institutions, this inadequacy becomes paillfully apparent." 

Now, I wish to ask the Senator whether there is any provision in 
this bill regarding bank reserves? 

Mr. ALDRICH. There is no provision in the bill regarding bank re­
serves, but there is a provision for the appointment of a commission to 
consider what changes shall be made in our banking laws, and I have 
no doubt that the subject of reserves will be one of the first questions 
taken up by that commission. 

Mr. NEWLA 'DS. ~Ir. President, I should like ·to ask the Senator from 
Rhode Island another question, and that is whether there is any provi­
sion in this bill upon which an instruction can be based to the conferees 
to provide that the country banks shall keep a larger percentage of 
theil' reserves within their own vaults? Would it, in the present status 
of the conference, assuming that this report is rejected, be within the 
power of that conference committee to take up the question of the 
reserves and report upon it? 

Mr. ALDRICH. There is no question of reserves in difference between 
the two Houses, and the conference committee has no authority to take 
up questions that are not involved in differences of opinion between the 
two Houses. 

Mr. NEWLAKDS. The bill as originally passed, the so-called Aldrich 
bill, had a provision regarding the reserves. I should like to ask the 
Senator from Rhode Island how it is that this bill includes no provision 
in re"'ard to re~erves? 

Mr~ ALDRICH. The bill which went to the House from the Senate, 
upon which the conference committee bas acted, contained no provision 
in regard to reserves. 

l\Ir. NEWLANDS. But the former bill, known as the Aldrich bill, did, 
as I understand it. 

l\Ir. ALDRICH. The conference committee had no authority to take into 
consi.deration a bill which passed Congress, or either House, at a period 
prior to the passage of this bill. 

Mr. NEWLANDS. l\Ir. President, I should like to ask the Senator from 
Rhode Island, who has been chairman of the Finance Committee, I be­
lieve, for the last 12 years at least, whether during that time be bas al­
ways been of the impression that the bank reserves of our national-bank 
system were painfully inadequate, and whether or not he has ever pre­
sented to that committee any measure looking either to an increase of 
the reserves or to a proper distribution of them? 

Mr. ALDRICH. Mr. President, tbe Committee on Finance try to take up 
and consider -carefully all the measures presented to them. If the Sen­
atot· from Nevada, with .bis wide experience and great knowledge upon 
this subject, had presented a bill in regard to the subject, I am sure the 
committee would have ~iven it careful consideration, but I have no rec­
ollection of any such bill having been presented. 

Mr. NEWLANDS. Mr. President, we have here an evidence of the mal­
administration of the Republican Party ; of its utter failure to appre-
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elate- the gravity of the situation regarding national banks. We have 
here the admission of the chairman of that committee, who has been in 
charge of the Finance Committee of the Senate for the past 12 years, 
that the reserves are painfully inadequate, and yet during that time no 
effort has been made to correct this evil. 

The Senator has not lacked · warning regarding it. A year ago last 
February, long before the recent panic, when the Senator had a bill up 
providing, as his bills generally do, for the inflation of the currency of 
the country, and not for the proper regulation of banking, I offered to 
that bill an amendment absolutely germane, providing that country 
banks should be compelled to keep at least-I believe that was the form 
of the amendment-three-fifths of their reserves within their vaults; 
but this change was to be gradually brought about within a period of 10 
years, so as to cause no immediate wrenching of our financial system. 

That amendment was opposed by. the Senator from Rhode Island, and 
defeated; and yet within a year a new light has fallen upon the Senator 
from Rhode Island, and he now sees that our reserves are "painfully 
inadequate"; he now sees that the distribution of these reserves is 
prejudicial to the banking interests of the country, and that the concen­
tration of these reserves in a few great cities, in less than 400 banks 
out of nearly 6,000 banks, tends to the promotion of speculation and to 
the derangement of the business of the country. And yet, though the 
Senator was warned of it two years ago and found his realization of the 
warning in the panic of last fall, he presents to this body, when the 
emergency is over and the time for rational legislation has come, a 
measure simply to inflate the currency, to exaggerate still further the 
bank loans of the country, and he does it whilst in the very speech in 
which he presents the necessity of legislation he admits that this condi­
tion is painfully apparent. 

NO EMERGENCY JUSTIFYING THE MEASURE. 
At the time he presented the bi!l he urged the condition of emergency. 

He said that there was a panic upon us-for the panic at that time was 
not spent-and he urged his bill then as a measure of immediate relief. 
The force of the panic has been spent, the business conditions of the 
country are reviving, and we are now marching on to better conditions 
of business and of commerce. The Senator has had three months in 
which he could call together the expert.a of the country, the bankers of 
the country, and the commercial men of the country-the economists of 
the country-and obtain their judgment upon this subject; but to-day, 
instead of presenting us an adequate measure of· relief intended to cure 
existing abnormalities, which the Ser:ator himself admits. he presents 
this measure, which is intended simJ>lY to increase in the future the in­
flation of bank loans, adding over ::;500,000,000 to the vast superstruc­
ture of credit now built up upon the narrow and tottering basis which 
has existed for so long a time. 

Mr. President, the Senator says that the proposed commission will be 
charged with the duty of framing a bill ; and yet I observe that the 
commission is to be composed, so far as the Senate is concerned, of 
members of the Finance Committee, the very committee which has been 
so derelict in duty under the leadership of the Senator from Rhode 
Island. I think the country will have small confidence in the results 
of the work of a commission so organized, when we have had absolute 
nonaction, apathy, and inertia in this committee under the leadership of 
the Senator from Rhode Island for the past 12 years. .. 

Now, what is the condition of the exaggerated bank loans? The 
Senator in his speech presented it most powerfully. Since 1900, in a 
period of eight years, according to his statement, the bank loans have 
increased from $5,000,000,000, if I recollect his statement aright, to 
~ 10,000.000,000 ; and I refer only to the bank loans of commercial banks. 
From 5,000,000,000 to $10,000,000,000 in eight years. How has that 
been accomplished? By inadequacy of reserves in the State banks and 
by an improper distribution of the reserves of the national banks. 

The Senator believes in the powers of the Nation. He believes in the 
great interstate-commerce power of the Constitution when applied to 
grants. . 

The Senator and his party have never failed to exercise that power 
when a ubsidy has been asked for. They never fail to exercise that 
power when a great and powerful corporation wanted anything from the 
Government. We have made land grants; we have made subsidies; we 
have guaranteed railroad bonds under that power, but when it cqmes 
to the question of restricting these great corporations to whom the 
Senator and his party would be so liberal, then he doubts our power 
under the interstate-commerce clause. 

The Senator and his party then take themselves to that "twilight 
zone" to which Mr. Bryan so aptly alluded-the zone of twilight be­
tween the national powers and the State powers in which these great 
corporations avoid the exercise of both national and State sovereignty. 

So when I suggest in this body, belonging as I do to the Democratic 
Party, a. party that bel}eve~ sii;nply in the constitution of delegated 
powers and the powers imphed m the delegated powers. that banking 
is a matter of interstate commerce just as much as is railroading, that 
the transaction by which goods are transported from a point ill one 
State to a point in another State does not vary at all from the recipro­
cal transac.tion by which money is transferred from the consignee to 
the consignor through the banks, and that State banks, as well as 
State railroads, under the interstate-commerce power are subiect to the 
regulation of the entire ·Union of States, he doubts the power. 

I could well understand how such an objection might come from this 
side of the House, with its views regarding the strict construction of 
the Constitution, but I can not understand how the objection can come 
from the other side of the House. It has never failed to exert these 
powers to the largest degree when subsidy or grant were concerned. · 
Why should it hesitate to exercise them when restriction and regula· 
tion of these gigantic State corporations engaged in interstate com­
merce are involved? 

Now, a few words only would bring the reserves of the State banks 
under the same control as the reserves of the national banks and re­
quire the holding of the proper proportion of those reserves within the 
bank vaults. The Nation has the same power to apply safety appliaJ?.ces 
to State banks engaged in interstate commerce as to a State railroad 
engaged in interstate commerce. And we all know that the business of 
the banks of the country may be prostrated at any time if the safety 
appliance of a. proper reserve of cash to meet obligations to depositors 
is not maintained. . 

Jn a few words we could provide that all banks engaged in inter­
~tnte commerce should keep the same percentage of reserves within 
theit" vaults as is required of national banks. It is true you would have 
to make the change gradually, running over a period of years, for it 
would be, of course, an unwise thing to bring all the hmks up with a 
sudden jerk to the requirements of a rational law u1lon this subject. It 
might result in the sudden contraction of bank loans, which would in· 
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volve liquidation. But certainly a gradual reform, running over a period But if anyone has o.ny doubt about the power ot tho Nation to act in. 
of 10 years, would accomplish a. beneficial change. We would then have this matter, we· can surely act in a persuasive manner. We are or• 
a rational system of banking in this country, both national and State ganizing under this blll clearing-house associations for the purpose of 
banks maintaining the same reserves and the same security to their aggregating the national banks together, upon the theory that in union 
depositors, whereas under the system proposed by the Senator from there is strength, so that the association, the central body, can have 
Rhode Island, or, rather-for no system is proposed by him-under a the combineq strength of all those who constitute its membership and 
natl')nal system, however perfected it may be, the only thing we accom- can in time of need help any weak or discipline any recalcitrant mem­
plish is the perfection of the administration of the national banks of ber. Now, why should we not give the State banks the opportunity ot 
the country that have only 40 per cent of the deposits of the country entering these clearing-house associations? They are members ot 
and less than this proportion of the banking capital of the country. clearing-house associations now, either voluntary nssociations or associa1 

It lies in the power of the State ·banks, if they are permitted to go tions organlzerl 11nder State law.' Why shou"ld we not permit them 
on and conduct business in this irrational way, without proper reserves, through these ;;Learing-house associations to receive their proportion 
to paralyze the national banking system itself, for if their system is of the emergency money based upon securities just n.s good as those of 
not prof.acted, it they do not keep the proper amount of cash on hand the national banks? 
to meet the ordinary demands of their depositors, a panic is sure to Why should we not, under regulations imposed by the Secretary of 
come, and the panic will involve national banks as well, for panics ·the Treasury and the Comptroller of the Currency and with proper 
are always unreasoning, und, of course, if the depositors all call upon guards, admit them to membership in these clearing-house associations? 
the banks for their money at one time, liquidation and bankruptcy And if we do it, can we not make it upon conditions? An dwhat should 
will ensue. the conditions be? The conditions should be that they maintain the 

PARTIAL LEGISLATION OPPOSED. same reserve and that they maintain the same proportion of capital 
. . . to loans as is required of the national banks, and so by th.ls per .. 

I protest agamst this system of legislating fo.r only one-third of ~he suasive method-for thousands of banks would come into these dear­
banking system of the country. I protest against this system which 1 ing-house.associations in order to avail themselves of the benefit of thlS 
perfects only the national banks of the country and absolutely. ignores emergency money-we would, without any question of constitutional 
the great power of the union of the S!ates to require security and law, bring the entire banking system o! this cmmtry into harmony, SQ 
safety from the State banks themselves m the interest of the general far as protection of depositors is concerned 
business of the country and of commerce, interstate and foreign. I do not stand simply for the protection of the depositors of these 

We can not allO'\'i two-thirds of the banking mac~ery of this co~n- banks. I stand also for the protection of the people who make loans 
try to break down. We can not confine our efforts simply to perfecting from the banks When you quickly draw out the money from ll 
the national-pank system, when it involves only one-third of the banks, bank and pay it. to the depositors, what does it mean? It means the 
about one-third of the capital, and about 40 per cent of the depo~lts prostration of some man who has borrowed money from the bank and 
of the country. these men are the men of energy and enterprise who have built up 

To what extremes has loose legislation in the various States gone the entire country. We want to protect them as well, and the best 
upon this banking question! We all know th~t in the Sta_te of New way to protect them is to prevent constantly recurring panics, to make 
York the trust company has become an institution of great importance our bankin"' system so safe that a depositor will never think of going 
during modern times. The name is a seductive one.. It invites con- to the bank and demanding his money except for the current demands 
fidence, and yet a great number of these trust comparues really conduct of his business or of bis household. If we do that, we will protect the 
a confidence game instead of administ~ring their affairs in .the ?nterest borrowers of the country, the men of energy, and the men of enterprise, 
or their stockholders and their depositors; and State legislation bas who have made this country what it is. 
been loose regarding them. . . . Mr. President. I am aware that we are going to h~ve some difilculty 

I read the other day the commurucation of the president of a trust in getting a sufficiency of basic money to support this great structure 
company in New York to the legislature of that State, which at that of credit which we have built up. We have exaggerated our system 
time was seeking simply to compel them to keep a reserve of 10 per of bank loans and we have exaggerated our system of credit money. 
cent on band, any part of which could be in national-bank notes, a we have $3,000,000,000 of so-called "money" in this country, only 
thing unknown to our system, for national-bank notes are not legal-tender one billion and a half of which is gold. We have to-day $660,000,000 
money. They constitute no proper portion o! a bank reserve. He. pro- of uncovered paper money. It calls for gold, every dollar of it. We 
tested against the requirement of a reserve. He said that statistics deducting of course the gold which is in the Treasury as a redemption 
showed that the trust companies were as safe and suc:cessful as the fund for the greenbacks and deducting the 5 per cent redemption fund 
national banks themselves, and alluded to the great busmess they had that stands back of the national-bank notes. 
done and that thus far none of them, he believed, had fniled. And yet 
his very statement showed that the trust companies to which he referred 
had in· actual legal-tender money an insignificant reserve, not exceeding, 
if my recollection is right, 2 or 3 per cent. 

The banking business of the national banks became so endangered by 
this system of loose State banking, permitting banks upon inadequate 
capital and reserves to make enormous profits, that we found a dispo­
sition on the part of the mwagers to go out of the national bank r.or­
poration and into the State organizations, and the only thing that 
prevented ruany '>f them from going out was the legislation presented 
by the Senator from Rhode Island, which increased the amount of bank 
currency that they could issue upon national bonds from 90 to 100 per 
cent and which released them from other restrictions that previously 
existed Even then we find that many of these national banks, in 
order to make money, were obliged to couple themselves with trust 
companies. . 

It is a familiar thing for a national bank in any one of the great 
cities to have a trust company at its ba.ck door, with the stock held by 
the national bank or its stockholders, and the loose banking with large 
profits is done through the trust company. 

There is no provision regarding the relation of capital to loans. 
There are no adequate provisions regarding the relation of reserves to 
deposits. 

So we find in New York one trust company, the Knickerbocker Trust 
Co., with a capital of only $1,000,000, having $50,000,000 of ?eposits 
and a reserve which I can not state with accuracy, but which was 
ridiculously small. Thing of permitting a bank with a ca8ital of only 
$1,000,000 to a.ccept deposits to the extent of $50,000,0 0 and then 
loan out every dollar of those deposits. 

Safe banking, according to the admission of the Senator from Rhode 
Island requires that there should be a fixed relation between the capital 
of the' bank and the loans made by the bank, and that no bank should 
be permitted to loan more than fi'rn times its own capital out of its 
depositors' money, but should keep the rest of the depositors' money · 
within its own vaults responsive to their demands. I ask the Senator 
from Oklahoma [Mr. OWE~] whether that is not regarded as a safe rule 
in banking, the Senator himself being a banker? And yet ·we have in 
the Knickerbocker Trust Co. a relation of capital to bank loans not of 
1 to 5, but of 1 to 50. 

NAT10~AL POWER OVER INTERST.A.TE CO:\IMECCE. 

We are told that the entire commerce of the country interstate and 
foreign, can be absolutely prostrated because the Union iacks the power 
to regulate the corporations created by an individual State. I deny it. 
This Union was formed for some purpose. It is our Union. It is a 
Union of the States. It is not a centralized government far off from us. 
It is a Government of which we are a part, a.nd one of the things for 
which the Union was organized was the promotion and regulation of 
interstate and foreign commerce-full regulation of it-and the power 
of the Union of States is as complete over interstate commerce as is the 
power of the individual State over the commerce within its boundaries. 

These banks all engage in interstate commerce. The bulk of their 
transactions are interstate. Banking knows no State lines. The bank­
ing center or one State may be in another State. The Federal power, 
a.s the Senator from Oklahoma suggests, did tax the circulation of the 
State banks. That was an exhibition of great power, and yet men 
hesitate now in the exercise of this great power over interstate com­
merce to take hold of the banking system of the country under a full 
and comprehensive plan and so shape it, not radically, not by violently 
wrenching it, but by a gradual course of reform under the direction of 
the Comptroller of the Currency, extending over a period of 10 years 
or more. the progress being so made year by year as to make our en~ 
tire banking system, national and State, secure, in the interest of both 
interstate and of State commerce. 

UNCOVERED PAl'ER MOYEY. 

We have $660 000 000 of uncovered paper money. There is no conn· 
try in the world-at least no civilized country-that has so large a 
proportion and we propose' under this system to ndd to it ove_r $500,· 
000,000 of uncovered paper money, for, recollect, there is a diff~rence 
between secured money and covered money. Covered mo~ey is the 
money that is covered dollar for dollar by legal-tender specie, and se­
cured money is money that may be secured by national bonds or by 
county bonds or by the assets of banks. We have to-day $660,000,000 
of unc9vered paper money. It calls ~or gold, every dollar of i.t. we 
have to-day $600,000,000 of silvei: which has ~e~ turned by legislation 
into a call for gold, so that the silver to-day J:S simply a material upon 
which a promise to pay gold is stamped, and really it is as much un­
covered money to-day a.s is the paper money to which I have alluded. 

How do the other countries of the world stand regarding uncovered 
paper money? We find that the United States has $660,000,000, to 
which we propose to add possibly $500,000,000 more. We find that the 
United Kingdom, consisting of Australia, Canada, the British Isl:in.ds, 
and India with a. total population of three or four hundred million 
people has only about $200,000,000 of uncovered paper money, whilst 
we ba~e $600 000 000 with the prospect of $500,000 000 more. 

Then come~ France: frequently alluded to, which has only $2Go .• ooo, .. 
000 of uncovered paper money. It had more, it is true, immediately, 
after the Franco-Prussian War, for it had to pay off its debt to Ger..i 
many in gold and had to substitute paper money in its place, and it 
did so by the issue of the notes of the Bank of France. 
· But unlike our Government, it immediately sought to cover that 

extraordinary issue of paper gradually through a ser~es of years by 
taking in gold and sllver, and to-day as a result of their prudent man-< 
arrcment they have outstanding only $269,000,000 of unco•ered paper 
nfoney whilst we have kept out our uncovered greenbacks, we have 
kept out our uncovered national-bank notes, and we propose now to 
issue $500,000,000 more of uncovered paper money. 

There may come a time when the demand will come, not from de· 
positors but from the holders of this uncovered paper moner, ; there 
may corfie a time when war is impending, when they will say, 'We de­
mand the redemption in gold," and then the credit of the Government 
itself will be imperiled, and that of course wlll involve the imperiling 
of the interests of all. 

Now I was alluding to France, which has $269,000,000. Italy stands 
with $150,000,000. Now I come to the South American countries, 
whose example I am sure none of us would wish to emulate, and we 
find out of a total of $4,000,000,000 of unco>ered paper money, more or 
less, in the world, of which we have one-sirth and will have one-fourth 
under this system, South America has over a bllllon and a half, oi: 
one-third of the entire amount. Colombia hns $1,000,000,000 of un­
covered paper money. Brazil has $363,000,000 of uncovered paper 
money Argentina has $293,000,000 of uncovered paper money. Shall 
we em~late the example of Argentina a.nd of Brazil and of Colombia 1n 
our financial system? . 

And yet Senn.tors m.ake constant allusion upon this floor to the fact 
that the banks of Europe, the great civilized nations ln the world, have 
a certain elasticity of issue ot uncovered paper money. I have shown 
you how much they have out. The whole British Empire has not over 
$200 000,000, France only $269,000,000, and Germany with a very in­
considerable amount. You will find that the Ba.nk of England and the 
Bank of Germany have enormous reserves of gold, and these extensions 
of currency which they are permitted to ma.ke stlll leave a large re.­
serve of gold in their treasury for the immediate tedemption of th1S 
paper money when it ls presented ; and we propose to issue this vast 
amount of emergency currency in addition to the $660,000,000 of uncov ... 
ered paper to-day without providing a sufficient redemption fund. 
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:RESPONSIBILITY FOB EXISTING CONDITIONS. 

Mr. President, it has been a favorite expression of almost every finan­
cial man who has spoken upon the subject during the past year that 
we have the worst financial system in the world. I ask If we have it, 
who is responsible for it? What party announced itself to be the party 
of sound money in 1896? What party challenged the Democracy upon 
that question?· The Republican Party. It has been in full power. 
The Senator from Rhode Island has been in charge of this committee 
for 12 years, and yet during that time not a single remedial measure 
llas been brought into this body .for the correction of these evils that 
exist. 

On the contrary, the legislation that has been brought in has simply 
tended to give more uncovered money, to increase the issue, to enlarge 
the inflation; and the effect of it has been-I will not say the purpose 
of it was-the organization of these great corporations, the inflated 
issues of stocks and bonds, the use of the bard earnings of the yeo­
manry of the country in every section for the promotion of the sale 
of those stocks and bonds upon the market. We have had every year 
a system of inflation in New York, followed by a period of contraction, 
where the public was milked every year by these promoters and specu­
lators, and yet no effort has been made to cure this speculative 
condition. 

On the contrary, every act of legislation bas tended to increase the 
inflation and to increase the opportunity of these men to spoliate the 
country .. 

I have no word of reproach against the bankers as a class. I have 
but the highest respect for the banking organizations of the country. 
But a system of piratical banking has been engaged in in the great 
centers of the country for which they are not responsible, but this 
body is responsible. '.rbe Republican Party is responsible, for it bas 
given them the opportunity for this kind of promotion. Think of it ! 
Out of $700,000,000 in reserves in all the national banks of the country, 
about 500,000,000 is accumulated in three reserve cities, and most of 
It in the city of New York. 

Mr. President, I would not wrench this system violently. I do not 
believe in radical reform. I believe in progt·essive reform. I believe 
we should bring about these things gradually, running over a period 
of 5, 10, or 20 years, but we should steadily make progress toward a 
more perfect system of banking, one that will involve the correction 
of the evils, both of our national-bank system and of our State-bank 
system, so fai: as the constitutional power of the Nation can be 
exe!'cised. 

CLEA.RING-HOUSE ASSOCIATIONS. 

So fas as concerns the organization of these clearing-house asso­
ciations, perhaps I might differ with the action of the committee in 
some details, yet I think the movement is in the right direction. It 
accords with the theory of home government, of local self-~overnment. 

It gives the banks in a particular State or in a particmar banking 
district, regardless of State lines, the opportunity to get together for 
mutual support and mutual aid, and that means, of course, the pre­
vention and relief of panics. It means rules regarding the relation 
of loans to capital and reserves and deposits, for we will find, if we 
only leave these matters to the regulation of the unions of banks, they 
will necessarily bring into their councils the best men of the banking 
fraternity, and their whole power and influence will be exercised in 
the line of good banking. 

Thus far we have run too strongly toward decentralization. I would 
not run too far toward centralization. The organization of these 
clearing-house associations is, to my mind, a commendable plan. I 
would amplify it, however, by admitting the State banks to these 
organizations, and with the approval of the Secretary of the Treasury 
and the Comptroller of the Currency, and under certain rules and regu­
lations as to the reserves which they shall keep and the proportion of 
loans to capital which they will maintain. · 

NATIONAL BANKIXG COi\HHSSION. 
We might go a step further in the direction of solidifying the bank­

ing interests of the country in the line of the public safety. We might 
provide that the presidents of the various clearing-house associations 
shall meet annually in the city of Washington-there would probably 
be less than 100 of them-and that they should confer here upon 
matters of mutual concern. We might give them the power to select 
nine commissioners to constitute, with the Secretary of the Treasury 
as chairman and the Comptroller of the Currency as secretary, a bank­
ing commission, one from each judicial circuit in the country, who 
would sit permanently at Washington and act in a purely advisory way 
to the Secretary of the Treasury, the President of the United States, 
and to Congress itself. 

Can there be any doubt but that the clearing-house associations 
would send here their best men, the best-trained men, the safest men, 
the truest men, the men of highest character and integrity? They 
would be brought here in contact with Congress, in contact with the 
Secretary of the Treasury, with the Comptroller of the Currency, with 
the President of the United States, and they could be called upon at 
any time for information and for advice. 

I would not at first give them any positive powers. I would simply 
have them here in an advisory way. 

I am aware that this is open to the objection of government by com­
mission. When anyone now suggests the appointment of a commission, 
the first outcry is "government by commission." We Americans have 
a way of thinking by the brand. You have only to put on a brand by 
some name intended to be opprobrious and many people, without think­
ing of the essential principles involved, condemn it because of the brand. 

Whenever the word "centralization," I observe, is used upon that 
side of the House it is used for that purpose. It is used to summon to 
your aid the acti;e opposition of Members on this side of the House to 
measures which your side opposes. And the response is often made, 
when you brand a thing as a usurpation of power or brand it as cen­
traHzation, it prevents · many men from thinking upon the essential 
principles. 

So recently it bas been the custom to brand these commissions and to 
allude to their action as "government by commission." Mr. President, 
there is no objection to a commission properly constituted for investiga­
tion and report. There is no reason why Congress itself should restrict 
the 'l:nembership of every commission it creates to Members of Congress. 

There is no reason why commissions should not be appointed in an 
advisory way to collect information, to make reports, to communicate 
to Congress, to communicate to the President, to communicate with the 
Secretary of the Treasury. I submit it is much better to have this 
method of communication than the present condition of things, where 

the Secretary of the Treasury is compelled to go to New York as the 
only source of information when an emergency arises. 

• • • • • • • 
In view of the great apathy and inertia and inactivity of the Com­

mittee on Finance under the administration of the Senator from Rhode 
Island during the last 12 years, I think I am entirely safe in saying 
that it would be very much better to intrust this question of the refor­
mation of our banking system to the " house of governors " than to the 
Finance Committee of the Senate. 

I stated that the Senator from Rhode Island bad referred to the 
painful inadequacy of our reserves in a recent speech, and I stated that 
he had warning upon this subject. If I may be permitted, without 
apparent egotism, to do so, I will refer to a speech which I made over 
a year ago, before the recent panic, and which possibly the Senator 
from Rhode Island heard, for he was in the Chamber. I observe the 
Senator from Rhode Island is retiring from the Senate Chamber. I 
should like him to hea.r this, but inasmuch as he is turning a deaf ear 
to it, I will read it to the rest of the Senate. It is from a speech de­
livered by me February 26, 1907. 

"Now, Mr. President, I wish to say one word regarding the reserves 
of these banks. We have a system which crowds all the reserves of all 
the national banks of the country in New York City. That seems to 
me to be a vicious system, because it collects from every part of the 
country moneys to be used simply in speculation. When the moneys 
are needed in the West and in the South a contraction of the volume of 
money is caused in New York, and we have the stock panics which may 
at any time be so lar~e in their proportion as to involve bank panics in 
New York and resulting bank panics throughout the United States." 

Mr. CULBERSON'. M:r. President--
The VICE PRESIDENT. Does the Senator from Nevada yield to the 

Senator from Texas? 
Mr. NEWL.UiDS. Certainly, 

RECENT PANIC PREDICTED. 

Mr. CULBERSON. Noticing that the Senator from Rhode Island bas re­
turned to the Chamber, I suggest to the Senator from Nevada to reread 
the portion he read in his absence, as the Senator from Nevada desired 
the attention of the Senator from Rhode Island to it. 

Mr. NEWLANDS. I will read it again. 
" Now, Mr. President, I wish to say one word regarding the reserves 

of these banks. We have a system which crowds all the reserves of 
all the national banks of the country in New York City. That seems 
to me to be a vicious system, because it collects from every part of the 
country moneys to be used simply in speculation. When the moneys 
are needed in the West and in the South a contraction of the volume 
of money is caused in New York, and we have the stock panics which 
may at any time be so large in their proportion as to involve bank 
panics in New York and resulting bank panics throughout the United 
States. 

" Now. let us see bow much of these reserves can be placed in New 
York. There are 16 reserve cities provided for by the national banking 
act. National banks in these cities are required to keep 25 per cent of 
their deposits in cash, but they are allowed to deposit one-half of such 
cash in banks in New York City ll.nd no other city." 

I should add two other cities, St. Louis and Chicago. 
"New York is the central reserve city in the United States. The re­

sult is . that all of these national banki:: in the 16 reserve cities may 
really have only cash reserves of 12~ per cent, provided they deposit 
the remaining 12~ per cent in the national banks of New York City. 

" Then, bow is it with the other cities that are not reserve cities, the 
country banks, the banks of the smaller cities? They are compelled by 
law to keep a reserve of 15 per cent. They must have reserves equal 
to 15 per cent of their deposits. But they are permitted to deposit 
three-fifths of their supposed cash reserve in the reserve cities. The 
result is that under the law the national banks of the smaller cities are 
compelled to keep on hand only 6 per cent of their deposits, and the 
remaining three-fifths of the 15 per cent may be deposited in the re­
serve cities and then the national banks in the reserve cities can de­
posit one-hii.lf of these moneys in the New York City banks under the 
system to which I have referred. 

"so the tendency is to deposit in New York one-half of all the re­
serves of all the national banks in the United States"-

I have just sbowu that in New York City, just prior to the time of 
the recent panic, about one-half of the entire reserves of all the national 
banks of the country were in New York City. 

"so the tendency is to deposit in New York one-half of all the re­
serves of all the national banks of the United States. It seems to me 
that is an unfair advantage to give to New York. It bas the effect of 
building up New York at the expense of her in-eat commercial rivals. 
It is not fair to Boston; it is not fair to Philadelphia; it is not fair to 
Baltimore, or to Richmond, or to Atlanta, or to New Orleans, or to San 
Francisco. 

"When you add to- these enormous reserves deposited in the New 
York banks the command of the life insurance moneys of the country, 
you can see bow the entire financial system of the country is made to 
play into the hands of New York and to promote this speculation, which 
has been breeding panics year after year. 

:, It is this system of crowding the cash reserves of the national banks 
of the entire country into New York that has led to this overcapitaliza­
tion of railroad securities, of trust securities, of watered stocks and 
bonds that have been placed upon the entire public and upon which 
the public are compelled to pay interest and dividends. 

• * • * • • • 
"Mr. President, it would, of course, revolutionize the banking system 

of the country if we should attempt to make too radical a change at 
once in this particular, but I think it is only reasonable to provide in 
this very bill that hereafter the actual cash to be maintained by these 
country banks and by these reserve city banks, outside of the central 
city of New York, shall be increased at the rate of 1 per cent per 
annum"-

That was my suggestion. 
"until we shall have finally a system that will compel the country banks 
to hold four-fifths of their required reserve of 15 per cent in actual cash 
in their vaults to meet the demands of their depositors; and that will 
compel the reserve city banks to keep 25 per cent of actual cash ln 
their vaults to meet the demands of their depositors. If we do this we 
shall have a safe and sound banking system, and not a banking system 
that r.imply aids the promotion of speculation in the country, with its 
accompanying stock and bank panics." 

There the Senator had, if he did me the honor to listen to that speech, 
an exact picture of what subsequently occurred and what every man 
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who has been accustomed to think would accept as likely. to occur at 
any time. u_ncler the existing conditions. I moved an amendment to that 
bill providrng for a gradual increase of the cash reserves to be kept in 
bank vaults, and the Senator from Rhode Island objected to it and it 
was defeated. 

A COMMISSION OF EXPEnTS SUGGESTED. 
Now, I .have small hopes of this commission, organized as it is, with 

th~ ex~ience we have had of the Finance Committee thus far upon 
this subJect. I have little hope of a rational bill being presented to us 
at the next session. There is certainly nothing in the past experience, 
nothing certainly in the past action, that would warrnnt us to have 
great confidence in the result of the work of this commission. I believe 
it would be a wise · thing to add to this commission an equal number of 
men, to be selected by the President of the United States. I am sure 
that he would select men who were eminent in finance or eminent in 
economics. I should like to see upon that commission some men who 
are preeminent in sound economics. If we can only have sound eco­
nomics in this country, we will have sound morals. 

Now, we have such men. We have such men in Mr. Jenks, professor 
at Cornell University. We have such a man. in Mr. Conant. These men 
and men like them have been called to the aid of the Government on 
financial matters, not only relating to our domestic affairs, but relat­
ing to our financial relations with Germany, Mexico, China, and the 
l'hilippines. Such men, it seems to me, would aid very much in the 
deliberations of this cQmmisslon. 

I do not believe in that exalted egotism which assumes in the selection 
of a commission of this kind that there is no wisdom Qutside of this 
body. If we want to have a pair of shoes made, we go to a shoemaker. 
I! we want plumbing done, we go to a plumber. If we want carpenter 
worlc done, we go to a carpenter. 

But there are some things with reference to which Congress often 
seems to regard expert aid as almost unnecessary. One of them is art, 
another is architecture, and another is our system of finance. The habit 
of mind is growin~ up in Congress of absolutely excluding the outside 
world from its delioerations upon these important commtssions and from 
bringing into their membership men ot experience and capacity and 
thought in certain lines of specialty. I do not underrate the capacity 
or the ability of the Congress of the .United States, but I do believe this 
is an age of specialism. I do believe that in every line of thought and 
action there are experts, and I should call such men into a commission 
of this kind as equals in deliberation, and not simply as witnesses to 
present their views. 

Mr. President, I hope that this commission will consider not cnly the 
question of domestic finance, but also of international finance. The dis­
iruptlon which took place years ago between the gold-smndard coun­
tries and the silver-standard countries still exists. That disruption 
is producing serious results upon trade and eommerce--results, per­
haps, which we are unconscious of, but which Germany is not uncon­
scious of, which England is not unconscious of, and whlch France is not 
unconscious of. Those countries that are upon the cheap silver basis 
are paying practically the old wages at the market price of silver in 
the world. Their competitive power is great, and as one reason for the 
fact that our exports do not increase as they ought to increase--our 
exports· outside of the natural products of manufactured exports-you 
will find the basis of it in this system of international exchange. That 
requires study. 

I should like to see such men as Jenks and Conant, who have now 
bad a world-wide experience in these matters, upon this commlBs!on. 
You need not fear them. No man can question their devotion to the 
gold standard ; but their studies of the entire world have brought them 
to the realization of the fact that over three-fourths of the population 
ot the world is not upon the gold standard, and that countries that are 
desirous of engaging in international exchange of products must con­
sider the question of u suitable international exchange as well as of a 
sultable domestic exchange. 

We hav-e been regardless of this in the past. We have been a country 
of such extraordinary natural resources that we have been enabled to 
commit any quantity ot economic blunders without injury to ourselves. 
We have gone on under this system with a high tariff, raising the value 
of our domestic products by the exclusion of foreign products in com­
petition with them, and we have also, through this system, ereated 
within the taritl'. wall great monopolies that have driven out the compe­
tition of the smaller corporations, and have thus been able to raise the 
prices of their products within the area of monopoly. 

In addition to these conditions, which have had a direct effect upon 
prices and which have raised the cost and the value of everything in 
this country, including products and labor and real estate and build­
ings, we have had this system of inflation of bank roans, which has 
given to every dollar of actual cash in the banks a potential capacity 
of $10 through the system of bank loans, and we all know that an 
inflation of credit has the same result as an increase in the volume of 
money in the effect upon prices. The result ls that the prices of labor 
und the prices of products in this country, created by this system of 
tnrlli monopoly and created by this system of inflation of bank loans, · 
are higher than they are anywhere else in the world, and yet we expect 
to enter into the commerce of the world and to compete with countries 
who are using a cheaper money than we are, who are manufacturing 
upon a cheaper basis, with cheaper wages, and the cost of whose ships 
and the cost of administration of whose ships is vastly less than 
our own. 

And now, under this system of monopoly and subsidy, it ls proposed 
to take the ocean within the area of our subsidizing elrort, and to sub­
sidize steamships all over the ocean, with a view to promoting our com­
merce with other nations. 

STABLE CONDITIONS NEEDED. 

Mr. President, what we want in this country is a stable standard of 
value, not a standard that ls varying with the seasons-one standard 
in the spring and another standard in the fall. We do. n.ot want a 
standard that changes with every inflation of banklllg loans and 
changes with every diminution of bank loans. What we want are 
stable values, stable wages, stable prices. A rapid increase in prices 
Is almost as bad as a rapid diminution in prices, for the prices of 
things always run ahead o! the prices of labor; and then we have the 
struggle of labor to keep up with the prices of products, and that results 
in all sorts of contentions that involve the very peace of the Republic. 

It ls time that we weNl devoting ourselves to sound economics-sound 
economics regarding our tariff, sound economics regarding our monopo­
lies of production, sound economics regarding our money and banklllg 
system, and sound eronomics regarding our system o! international ex­
change. 

Mr. President, I shall vote against this conference report. I trust 
the .Senator from Rhode Island will, upon reflection, yield to the sug­
gestion of so returning .this question to the conference committee as to 
bring out a bill that will meet the demands of the country for reform 
int the particulars to which I have alluded, and reform in the particulars 
o whieh he himself has alluded with rare force and vigor. 

[Mar. 4, 1910.J 

OUR FINANCIAL SYSTEM SHOULD BE :SEORGANIZED. 

¥r. NEWLAXDS .• Mr. President, I have been anxious to vote for a bill 
which, . ~bile aidmg the Government in its governmental function of 
maintaming a st~ble volume of money and aiding the Government to 
k~ep that money m the channels of trade free from obstruction or diver­
sion, would at the same time encourage habits of thrift among the wage 
ea_rne~s of the c~untry. I shall not enter into the discussion of the con­
stitutional quest10n. I shall assume, for the purposes of argument that 
the Government has the power under the Constitution to adopt a 'meas­
u~e tl:~at will prevent the tying up of the currency of the com{try, its 
~version from the channels of trade, and its withdrawal to the stoclt­
mgs and str<?ng boxes of the people. My contention is that, assuming 
the constitutional power, this bill does not present a means appropriate 
to that end. I believe that this measure is only partial in its attempt 
to guard the country against financial stringency and that the action 
which we should. take upon the subject should be much broader and 
more comprehensive. 

CO~FIDENCE IN BANKS SHOULD BE STRE::-IGTIIE!IBD. 

.In the first place, it must be recollected that the wage earners con· 
st1tute a very small proportion of the depositors in commercial banks 
and that when you d? something to allay their alarm in times of crises: 
you do not neces~aril7 allay ~he alarm of other classes of the com­
munity who ure likewise depositors, and who, experience shows are as 
likely as the wage earners to take alarm and to withdraw their money 
from the banks and deposit it in strong boxes. I believe that we should 
strengthen e<>nfidence in the banks by measures strengthening their 
reseryes and the~r C3;Pital, by m.easures increasing their cooperation ancl 
mutual suppor~ m times of. strmgency, py measures which wtll compel 
State banks, llke State railroads, as mstruments of interstate com­
merce, to apply the safety devices required by the National Government 
and. by measm:es br.ing~ng them into association with each other in the 
various financial d1~tric~ ?f the country, in mutual supervision and 
watchfulnes~ that w1l.l elunrnate bad banking, and in a mutual support 
that will umte al~ then· forces and resources in time of danger. I w·ould 
prevent the massrng of the reserves of the country banks in the specula­
tive centers, and I would substitute sound b!I.nking for the method here 
proposed of what amounts to a Government guaranty. 

* • • • * • ¢ 

What does safe banking require 7 Safe banking requires that no 
bank should be permitted to loan out more than $5 of its depositors' 
money to every dollar of its capital, because the capital is the ultimate 
security of the depositors. and the margin should be at least 20 per 
cent; and it also requires that every bank should hold in its vaults 
subject to the check of its depositors at . least 20· per cent in cash 

If you will look over the statistics, yon will find that many of the 
State banks d<? not come up to this i·ule as to capital, and few of them 
come up to this rule :is to reserves. The State trust companies which 
of late years have so trenched upon the business of the national banks 
have in many notable cases done a commercial business upon a 3 per 
cent cash re.serve. 

FI~ANCI.A.L SYSTEM REQUIRES REORGA~ZATIOY. 

Now, Mr. President, we are only treating symptoms when we pass 
such a bill as this. Our whole financial system requires reorganization 
The Monetary Commission is at work on it; but, instead of doing th~ 
things that are easily within reach and doing them quickly, it is bent 
upon a work that is almo t impossible of successful accomplishment 
and that, too, an accomplishment which, in the present condition of 
finance and of speculative control of banks, would be undesirable. 

There is just one thing that has characterized the action of Con­
gress with reference to the national banks under the . leadership of the 
Senator from Rhode Island, Mr. Aldrich, as chairman of the Finance 
Committee, and that has been, legislation tending not to the security 
of the depositors, but to the increase of the credit facilities of the 
banks. Look over the whole history of the Finance Committee, under 
the direction and control of its present chairman, and you will find no 
measure tending to increase the security of depositors and all legisla­
tion tending to increase the credit issues of the bank. Yet, as a mat­
ter of fact, we are suffering in this country ro:day from too large a 
money volume and too large issues of credit. The result has been this 
rise in prices which is felt by all, and whieh is declaimed against in 
every household in the country. 

The amount of gold in this country has doubled in 10 years. From 
about $700,000,000 in 1899 it has increased to nearly 1,400,000,000 in 
1909. That alone would be an inflation amounting to 100 per cent in 
our basic money, whilst the population has increased less than 20 per 
cent. That inflation alone would cheapen the dollar and rat e the 
value of everything that the dollar measured ; but, under the inspiration 
of our financial legislation, the banks have been enabled to add to this 
lnfiatlon eaused by the increase of basic money, the inflation caused by 
increasing the crooit facllitles of the banks, and we find that as com ... 
pared with 10 years ago, the loans of national and State banks, exclu­
sive of savings banks, equaled $10,000,000,000 in 1909, whllst 10 years 
ago they were only $5,000,000,000. In addition to this, the nationnl 
banks have been permitted by liberal legislation to increase the issue of 
national-bank notes from 237,000,000 in 1899 to $6 5,000,000 in 1909, 
and these notes are covered by only 5 per cent in gold, held in the re­
demption fund. And so it is that, although we have during the past 10 
years been going through a period of increased production of ~old un· 
p.recedented in the history of the world, we have been increa.smg als<> 
our substitute money until to-day the United States has in its i;reen· 
backs and in its national-bank notes more uncovered paper money than 
any country in tbe world. . 

Mr. CRAWFORD. Mr. President--
The PRE.SIDING OFFICER. Does the Senator from Nevada yield to the 

Senator from South Dakota? 
Mr. NEWLANDS. l do. , 
Mr. CRAWFORD. What does the Senator suggest as an improvemenU 

Would he contract the currency and reduce the circulating medium 
or curtail the coinage of gold, or what suggestion does the Senat9r 
have as a reme<ly for tbe increase in prices caused by this inflation~ 
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That is a subject to which I think too little attention is paid at this 
time, when there is a disposition to complain of increasing prices. Are 
we to remedy it by reducing the circulating medium and 11miting the 
coinage of gold? \Tunt suggestion has the Senator to make? 

Mr. NEWLANns. Mr. President, I will answer the Senator shortly, 1 

after I conclude the. statement in which I was engaged. 
I called attention to the fact that within 10 years the basic mone~­

gold-had in~reased aoout $700,000,000 in this country, and that ·dwmg 
that period the uncovered paper money had be~n increased ~bout 
$400,000,000, and the loans given by the commercial banks-national 
and State-bad increased $5,000,000,000. That 5,000,000,000 of loans 
has the efficiency of money, for the bank loan is turned into the b!lnk 
deposit and the depositor to whom the credit is given can check agamst 
it, by every check practically adding to the money volume of the country. 

The Senator from South Dakota asked me what 'l would do. In the 1 
first place, I would take steps gradually, not immediately or rudely, to 
check this extraordinary issue of credit by the banks, and I would check 
it by compelling the banks to keep in their vaults a larger reserve, re­
sponsive to the demand of their depositors. To-day we have in all the ' 
commercial banks less than 1,400,000.000 in cash, and their obligations 
to their depositors aggregate over $10,000,000,000. We thus have an 
average cash reserve in the State banks and the national banks of about 1 

13 per cent. . 
Mr. CRAWFORD. Mr. President, does the Senator consider that it is a 

bad condition o:f affairs for the banks all over the country, both State 
and national, to be loaded down with currency and with deposits? 
Would the Senator improve the condition by having less tunds in those 
banks to the rredit of depositors? 

NO CONTRACTION CO~:rEMP.LATED. 
l\lr. NEWLANns. Mr. President, the Senator entirely misapprehends 

me. I do not propose to diminish by one dollar . the volume of. real 
money in this country, but I would take such acpon as would e1tJ?er 
compel the national banks to gradually cover their paper money with 
actual gold to be obtained from the increased production or to gradually 
retire their uncovered notes, which under existing conditions have been 
put out for inflation and not for necessary service; and I would compel 
the national banks and also the State banks engaged in interstate com­
merce to graduntiy strengthen their reserves by drawing into their 
vaults' the new coin which comes from the increased production of gold, 
amounting in this country to $100,000,-000 annually, and which other­
wise would be employed as the basis of increasing the bank loans to the 
-extent of over $500,000,000 annually, for the Senator knows that under 
the system of bank loans every dollar in the banks' vaults has the 
efficiency of $5 or more in the exchanges through the bank loan and 
deposit and check system. I would restrain future inflation gradually 
by compelling the banks to Increase their reserves, which would absorb 
for a considerable period the current production of gold in this country 
and tend to prevent that gold from unduly inflating and raising prices, 
and I would make the increased gold a bulwark of security to the de­
positors in the banks, strengthening their confidence in the abllity of the 
banks in any emergency to respond t-0 their checks, and thus diminish­
ing the chance of bank runs and bank panics. 

l\fr. CRA wFORD. Mr. President--
The PRESIDING OFFICER. Does the Senator from Nevada yield further 

to the Senator from South Dakota? 
Mr. NEWLA.NDS. I yield. 
Mr. CRAWFORD. That is equivalent, is lt not, I would ask the Senator, 

to contracting the currency; that is, by taking it out of ·circulation 
and fixing it in a stationary way as a reserve in the banks? So that, 
after all, the Senator's remedy is a contraction of the currency. 

Mr. NEWLA?<."'DS. It does not involve a contraction of the currency. 
It simply takes the new gold, which 1s being produced in this country 
at the rate of $100,000,000 annually, and compels the banks to take 
that money and put 1t into their cash reserves, as against their deposit 
obligations and as a bulwal'k of security to the depositors tbeiru>elves. 

Will the Senator claim that an average reserve of 13 per cent is 
sufficieQ.t as a security to depositors? Will he claim that a cash reserve 
of 8 per cent, which is the average cash reserve of the various State 
banks in the country, is a sufficient security for depositors? If so, why 
does he not introduce a bill to reduce the reser-ves required in the 
national-bank act .from 25 per cent in the reserve cities and from 15 
per cent in the country banks to 8 per cent? If we are to have re­
'Serves, reserves necessarily imply that the money itself- must be in the 
banks. It is not inert, however, for every dollar of cash in a bank 
enables that bank to issue at least $5 of credit, under the system that 
I speak of, in the shape of bank loans ; and thus every dollar put into 
a bank has an efficiency of $5 in the exchanges of the country. 

All I urge is that yon should bulwark the deposit and check system 
by a sufficient requirement of cash reserves to meet the demands of 
depositors. What is it that alarms depositors? Are depositors satis­
fied with the statements that go out that the average loss of all the 
banks is the infinitesimal part of 1 per cent in a given time? No. 
F.lvery depositor wants to feel that bis money is there responsive to 
his call, and if he has the least doubt about it, whatever belief he may 
have about the ultimate security of the money, he wants to get it 
out, and hence it is necessary to have a large amount of cash always 
on band to meet the current checks of the depositors, and it must be 
-sufficient for nn emergency. It is ·a universal rule of good banking 
that from 20 to 30 per cent is a .safe cash reserve for banks.. 

We ln this country have ~one to the other extreme, and it accounts 
for the extraordinary inflation of credit and the extraordinary infla­
tion of prices in this country, for we have had not only the inflation 
which has reached throughout the world, CB.¥f!ed by the increased pro­
duction of gold, but we have also bad the additional inflation from 
which other countries have not suffered to the same degree-that is, the 
inflation of the credit system of the banks by which we have put 
thousands .of credit mills to work, practically establishing a currency 
-0f their own, and we are beginnin~ to feel the effects of it in an in­
crease of prices that is disorganizmg every business; that makes the 
common denominator, the thing that measures all other values, 30 per 
cent less ln value than it was same years ago, and which has cor­
respondingly raised the price, as compared with it, ot all the products 
that money measures. -

It is this of which we compl::tin. It ls this that, if continued, ls 
going to bring about a readjustment between the laborers ot the 
country and the employers ot the country, a readjustment that will 
be accompanied by all kinds of violence and distress, unless we by 
wise and precautionary measures meet the question and restrain this 
Inflation of credit and bring it within true and just proportions. 

Mr. CRAWFORD. I simply desire to say--
Mr. NEWLANDS. I wish to state to the Senator that I do not desire 

;to contract. 
Mr. CRAWFORD. I ~m not interrupt the Senator, 

Ml'. NEWLANns. I will gladly listen to the Senator. I want to dis­
abuse the Senator's mind o:f one thing. I do not want to contract 
anything. I do not want to contract the existing volume o:f money. I 
do not want to contract the existing volume of credits. I know as 
well to-day as anyone that i:f you diminish the credits $101000,000,000 
extended by the banks to-day even. $500,000,000 it worud create a 
paralysis of trade throughout the country. All I wish to do ls to 
restraln further inflation, and I would do that not by contracting the 
existing volume of money, not by contracting the existing volume of 
credits, but by putting cash behind the deposits and utilizing the ex­
traordinary output o:f gold in a way that will add to the security o:f 
busin~ss throughout the country without impairing v.alues. I would 
check the rise of prices. I would not by a revolutionary process bring 
about a readjustment and destruction of prices. 

[May 15, 1911.] 
LEG1SLA'TIVE PROGRAM FOil THE ElxTRA SESSlOY. 

BANKING. 
Mr. NEWLANDS.. • • • So it is with banking. For years Con-

gress has been .enacting laws regarding banking, always with a view to 
giving the bankers themseI-ves larg~r privileges, never with a view to 
protecting depositors and the public at large. The former chairman of 
our Finance Committee, under whose administration these abuses bad 
been allowed to continueh declared ·recently that the banking system of 
the United States was t e worst in the civilized word. Banking is a 
branch of interstate commerce so far as inter.state exchange is con­
cerned. 

The powers of the National Government over interstate exchange are 
just as absolute as they are ov.er interstate transportation or interstate 
trade, yet we have permitted year after year these abuses to exist. 
We have permitted constant breaks in the exchanges of the cau:ntry 
just as intolerable as would be constant break.s in the transportation 
to the country and just as easily guarded against as wonld be breaks 
in transportation. With what tolerance would be view a condition of 
things under which 10 miles of track would be taken out of each one 
of die great transcontinental railways of the country at intervals, and 
interstate transportation be thus disttll'bed and delayed? With what 
tolerance would we view the destruction of great railway bridges to the 
prejudice of interstate commerce? With what tolerance would we view 
a system under which the railway cars o:f this country could be drifted 
to the city of New York and there held for storage purposes. for hire as 
storage warehouses, when the entire country needed them for the mov­
ing of crops? Yet we have permitted this with reference to interstate 
exchange; we have permitted the reserves of the entire country under 
our system ot law to gravitate to New York, to be used there not for 
the proper ta:nction of banking exchange, but for promotion and specu­
lation. 

Then, when the moneys have been tied up there and the country banks 
have asked for them in order to move the crops of the country, the re­
turn ot the reserves is denied upon the ground that the withdrawal of 
those moneys from speculation would bring down the stock market in 
ruins upon New York and would bring about a destruction of values 
throughout the entire country; yet it only requires a little legislation, 
the compelling of these banks to maintain a proper proportion between 
their capital and their obligations, a thing concerning which there is no 
injunction now in our present bankin~ law; it will only require a little 
care regarding reserves, the compelhng of country banks to keep in 
their vaults the larger proportion of their reserves, and preventing them 
from sending them to New York; it will only require legislation which 
will bind them together into one great strong body in eacn of the States 
for the purpose of mutually insuring bank depositors to prevent th-ese 
disastrous breaks in exchange, which, resulting from local bank panics 
here and there, tie up the production and trade of the country and in­
flict irremediable loss upon enterprise and business throughout the coun­
try. 

Mr. President, interstate commerce, embracing these three snbjects-i 
interstate transportation interstate trade, and interstate exchange­
has only been partially fegislated upon, successfully so with reference 
to interstate transportation ; not at all with reference to interstate 
trade and interstate exchange; and yet the latter two are just as im­
portant to the prosperity of the country as is the former, and the coun­
try can be as easily protected by proper legislation relating to them as 
it can be protected against the abuses of transportation. 

How have we done this with reference to transportation? Not by 
ourselves fixing rates, not by ourselves endeavoring to correct every 
abuse, as we would have the right to do, but by creating an interstate 
commerce commission as the servant o:f Congress, to carry out its will 
under rules fixed by Congress, thus creating a body of intelli~ent, capa­
ble men under the sanction of an oath, acting in a semijudicia1 capacity, 
who devote their lives to the scientific study ot these questions and are 
not distracted, as we are, by numerous other duties. 

• • • • • • • 
[May 16, 1911.] 

BUSINESS OF THE SESSION-LEGISLATIVE PROGRill, 

• • • • • 
BANKING. 

Mr. NEWLANDS. Then there is another question-the banking question. 
Is there any question more pressing than that before the country to-day? 
We have1 according to the statement of Mr. Aldrich, the late chairman 
of the Fmance Committee of the Senate, the worst banking system that 
any civilized country of the world hast a banking system under which 
our banks have not become, as they snould be, great machines of ex­
change, permitting the sale of products between individuals and commu­
nities and sections and furnishing the circulating medium through 
which the sales can be closed, but have been turned into great machines 
-0f promotion and speculation, absorbing the cash reserves of the country, 
tying them up, and then calmly inviting the country banks to suspend 
payment when an emergenc_y comes. 

Are we conte-nt to permit these annual or biennial or triennial or 
decennial breaks in exchange to continue, paralyzing the business of 
the country, paralyzing trade between communities and sections and 
States? Are we to take up this question as a question inttusted to the 
jurisdiction of the Nation alone through the grant of the States, the 
only right of the States u_pon the subject matter being to demand of the 
Union of States that 1t should fully and beneficially exercise the power 
granted? 

Banks constitute the machinery of ~xchange. The functions of the 
banks have been perverted. In order to make them efficient instruments 
of exchange they must have ample capital as a protection to their de­
positors ; they must keep ample reserves as a protection against the 
demands of their depositors ; and yet Congress has never legislated as 
to what proportion the capital of a bank shall bear to its obligations to 



3892 CONGRESSIONAL RECORD-SENATE. AUGUST 14, 

its depositors. A bank with a capital of $50,000 can accept deposits to 
the extent of $50i000,000, and the only security that the depositors have 
is the rese1·ve or their own money within the bank and the $50,000 
capital of such a bank. 

When banking was a science the laws of the various States abso­
lutely required that no bank should loan its depositors money In excess 
of five times its capital, thus compelling the banks all the time to main­
tain a capital equal to 20 per cent of their deposit obligations. Yet 
the Congress of the United States has made no requirement upon this 
subject. · 

Our system ought to be a model system for every State ln the Union, 
but, as the result of our carelessness and indifference upon this sub­
ject, the States themselves, formerly careful in this matter, have re­
laxed their care and within . the last decade we have seen companies, 
misnamed trust companies, with small capital and large deposits, spring 
up in the various States, and it is these banks that have menaced the 
safety of the country, oftentimes involving the national banks them­
selves. It is our function, so long as a State bank engages in interstate 
commerce, to compel it to maintain the safety appliances that will make 
it an efficient instrumentality of exchange. We have the same power 
with reference to a State bank that we have with reference to a State 
railroad-the State bank engaging in interstate commerce and the State 
railroad engaging in interstate transportation-to compel either the 
State bank or the State railroad to apply the safety device that is neces­
sary to make the one an efficient instrumentality of exchange and the 
other an efficient instrumentality of transportation. 

And yet we have done nothing upon this score, and the State banks 
of the country, under the example of the national banks, relaxing their 
old-time caution, have been organized with insufficient reserves, some 
trvst companies keeping on hand only 2 or 3 per cent of their deposit 
obligations. Thia is the way in which Congress has acted upon that 
branch of interstate commerce, exclusively intrusted to its jurisdic­
tion-the question of interstate exchange. 

As I said yesterday, a system of transportati~n which would permit 
breaks here and there by the removal of tracks or by the removal ot. 
bridges would be regarded as intolerable, and if it involved interstate 
transportation, the hand of the Interstate Commerce Commlssion would 
be laid upon such delinquency. Yet we permit similar breaks in the 
exchanges of the country to occur through our neglect of the proper 
precautions of legislation. No wonder the "distinguished former Senator 
from Rhode Island, Mr. Aldrich, declared our system to be the worst 
banking system in the world. And now, instead of Congress address­
ing itself pmely to the question of compelling national banks and State 
banks engaged in interstate commerce to maintain an adequate capital 
and an adequate reserve, instead of devising means bf which they can 
be associated together in State associations for mutual protection and 
for the insurance of their depositors, the attention of the country is 
being directed by the Monetary Commission to a plan for practically 
reviving the old central-bank system-an improvement, it may be, yet 
n central-bank system. And that, too, at a time when the Democratic 
Party is coming into power, or, rather, when it is increasing its 
power all the time in this body and is now sharing the responsibility 
of government with the Republican Party, and is likely to come into 
full power-a party whose traditions are against the creation of a 
central bank. 

If this be so, and If the Republican Party ls powerless, even if it 
bad the will, to create a central banking system, ls it not wise in this 
condition of things to establish a modus vivendi as to the banking 
question; to reach out for reforms that are within reach and which do 
not involve the principles or the traditions of either party? Why 
should not some committee of this body be sitting upon that question 
during these next five months instead of leaving it to the Finance Com­
mittee, which is already overcharged with labor? Why should not that 
whole question be referred to the Interstate Commerce Committee. which 
bas jurisdiction of the question of interstate exchange and which could 
act on this question while the Finance Committee is dellberating upon 
matters relating to the tariff? 

• • • • • • • 
[June 22, 1911.] 

• • • • • • • 
PREVENTION OF BANK PANICS. 

Mr. NEWLANDS. The third proposal which I suggested for committee 
consideration was one providing for the protection of bank depositors 
nnd the minimizing of bank panics by the organization of a national 
reserve association in each State, in which the national banks and the 
State banks engaged in interstate commerce shall be stockholders, such 
national reserve as ociations to have ample capital and reserves and to 
take over the note-issuing functions now enjoyed by the national banks 
including the power to issue emergency currency; such associations to 
ba'"e the power to insure or guarantee the depclsitors of their constituent 
banks, and in connection therewith powers of examination of such 
banks; such associations to be brought into federation through a na­
tional banking board fairly representative of the different sections of the 
country, one-half of which shall be selected by such associations and 
one-half by the President of the United States; and such board to be 
ndvisory to the Congress and to the President. 

Of course, this is a mere su~gestion as to a line of legislative action, 
coming from a Democrat who is opposed to the sug~estion of a central­
bank organization sucb as is recom.me~ded by the former distinguished 
Senator from Rhode Island. It is rncumbent upon the Democratic 
Party to present some measure in opposition to that measure. It is 
incumbent upon the Democratic Party to present its view upon this 
question. Already the banks ot. the country are being organized for the 
purpose of carrying through the Aldrich monetary bill. Already the 
commercial organizations of the country are being exploited upon this 
subject. 

Already public sentiment is being created, and it is absolutely essen­
tial for the Democratic Party, if it has any distinctive view upon the 
subject, to present it now. Why should not this party, both in the 
Senate and in the House, through its membership in committees be en­
gaged in this work, and why should not the Republican committees of 
the Senate undertake this work? Thus far we have intrusted it to a 
Monetary Commission, originally composed of Members of the Senate 
and of the House, but by death and the mutations of politics almost 
every one of the original members on that commission, so far as the 
Senate is concerned, has departed from public life. So instead of 
having the members of that commission active Members of this body as 
our guides, they occupy the position of any other commission with 
powers ot. recommendation. 

• • • • • • • 

Mr. NEWLANDS. I also offer an amendment to the bill in­
troduced by the Senator from Iowa [Mr. CUMMINS], which I 
send to the desk. The amendment instructs the Secretary of 
the Treasury to prepare and report for the consideration of 
Congress such amendments to the national banking act as, in 
his judgment, are necessary to secure certain results named in 
the amendment. I ask that it be printed in the RECORD. I will 
not ask that it be read at the present time. 

The PRESIDENT pro tempore. The Chair will state to the 
Senator that that, not being an amendment to the pending 
amendment, can only be offered after the pending amendment 
has been acted upon. 

Mr. NEWLANDS. I simply offer it now for the purpose of 
having it inserted in the RECORD and printed. · 

The PRESIDENT pro tempore. The Senator can present it 
now, to be offered at the proper time. 

Mr. NEWLA.NDS. Yes, sir. 
The amendment referred to is as follows: 
Amendment proposed by Mr. NEWLA.-SDS to the blll (S. 854) as an 

additional section. 
'That the Secretary of the Treasury be, and be is hereby, instructed 

to draft and report for the consideration of Congress such amendments 
to the national banking act as in his judgment are necessary to secure 
the following results: 

(1) 'rhe proper proportion of the capital of the individual national 
banks to their obligations. 

(2) The proper proportion of the reserves of the individual national 
banks to their obligations. 

(3) The proportion ot. such reserves, It. any, which may be deposited 
by the individual banks in other banks and the restrictions and nature 
of such deposits. 

(4) The examination of such banks by the national authorities. 
(5) The organization of such banks into local clearing-house and 

emergency currency associations, and the inclusion therein of State 
banks engaged in interstate exchange, and the terms of their inclusion. 

.(6) The union ot. the national banks of each State in reserve asso­
ciations for mutual protection and for protection of dPpositors, and the 
inclusion therein ot. State banks engaged in interstate exchange, and 
the terms of such inclusion. 

(7) The federation of such State associations through a national 
bankrng board, composed of members fairly apportioned to the different 
sections of the country and partly selected by such State associations 
and partly by the President of the United States ; the inclusion in such 
board of the Secretary of the Treasury as chairman thereof and of the 
Comptroller of the Currency as secretary thereof. 

(8) The powers of such national board, including therein the powers 
of investigation, publicity, and recommendation to the President and 
to Congress. 

(9) The transfer to the associations above referred to of the note-
1ssuing functions of the constituent banks, and the gradual retirement of 
a bond-secured currency without dangerous contraction. 

(10) The enlargement of the powers of the national banks with a 
view to enabling them to transact certain business now monopolized by 
State banks and the restrictions thereon. 

(11) And such other amendments as may be advisable to strengthen 
the individual national banks and the State banks engaged in interstate 
exchange and to mutually protect them ag-ainst bank runs, to secure de­
positors in the prompt payment of their deposits, and to prevent breaks 
in or paralysis of interstate exchange. 

Mr. NEWL.ANDS. Mr. President, I also give notice that I 
shall offer an amendment providing that this commission, of 
which only two out of the eight or nine Senators originally ap­
pointed upon it are now in the Senate, and o_nly a few ?f the 
Representatives originally appointed upon it are now m the 
House of Representatives, shall be en1arged by the addition of 
certain Senators, to be selected by the progres ive Republicans 
and the Democrats, and certain Representatives, who are also 
to be selected by those organizations. This I do because the 
present complexion of the commission is six Republican Sena­
tors as against two Democratic Senators, and in the House five 
Republican Representatives as against two Democratic Rep· 
resentatives. 

Mr. BURTON. .l\lr. President, I should not favor the propo· 
sition just mentioned by the Senator from Ne·rnda [Mr. NEW· 
LANDS], although a statement can be made even stronger than 
that which he bas just given to the Senate. There is not a 
single member of the nine originally selected from the Senate 
who is now a member of the commission. One member selected 
from tbe other House, but now in the Senate, is a member of 
tbe commission, but the status of that member is somewhat 
doubtful in view of the amendment now pre ented. I think it 
unquestionably best that the commission as now constituted 
should finish its work. If there is then further work to be done, 
the commission may be reorganized or new members added. I 
should, especially deprecate the appointment of other members 
before the present commission makes its report, because in that 
event the commission would have to begin its work over again 
with new men. 

Mr. President, I commenced on Wednesday last to set before 
the Senate the problems to be considered by the National 
Monetary Commission and sought to explain with some deg!ee 
of elaboration the banking and currency problem now pendmg 
before the country. I find that I shall not have opportunity to 
finish my remarks before the hour fixed for a vote, but, with the 
indulgence of the Senate, at some later day during the week I 
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shall seek an opportunity to complete what I commenced to say. 
I do not, however, wish to interfere with the consideration of 
any revenue bill or in any way delay the completion of the 
bu iness of the Senate, for I share with others the anxiety for 
an early adjournment · However, if there should come a time 
when no other Senator desires to engage the attention of the 
Senate in discussion I shall seek to occupy some further time. 
I will be glad now to yield to the Senator from Iowa if he 
desires to speak, and if he concludes before 1 o'clock and 45 
mjnutes p. m., I may resume. 

Mr. CUMMINS. Mr. President, I shall consume but a very 
few moments. In so far as I can do so, I accept the amendment 
proposed by the Senator from Ohio [Mr. BURTON], and I hope 
that all the friends of this measure will see in the amendment 
the substantial accomplishment of the purposes that I had in 
view. 1\Iy purpose was, first, to require the commission to 
make a report so that Congress might again be in the possession 
of the subject and enter upon any legislation that might be 
thought necessary in order to better our banking laws and our 
financial system. This amendment changes my bill in that re­
spect only in postponing the time at which the report is required 
from the 4th day of December to the 8th day of January. I be­
lie-ve it is wise to defer the report until January. l\Iy bill was 
introduced early in the session, and I hoped that it might be 
}ilassed long ago. We are now in the closing hours of the ses­
sion, and before the bill is passed, if it is passed, we will then 
be within something like three months of the next session, and 
I can very easily appreciate that the commission will need 
lon.,.er than that time in order. to complete its report. I am, 
the~efore, very willing to make the date the 8th of January, in­
stead of the 4th of I}ecember. 
· The bill I introduced going into effect on the 5th of Dec~m­
ber abolished the commission as of that date. The amendment 
proposed by the Senator from Ohio continues the commission 
until the 1st day of May. I have no serious objection to the 
perpetuation of the commission during that period. I would 
not, however, have consented to accept the amendment were it 
not that suitable provisions are made in the amendment pro­
posed by the Senator from Ohio for the discontinuance of the 
expense of the commission. The amendment provides, as I 
understand, that there are to be no salaries after the approval 
of this bill for the members of the commission, whether they 
be Members of Congress or· whether they be not. It also pro­
vides that from and after the passage of this bill there shall 
be no duplication of -compensation paid to employees of the 
commission, as has been unfortunately the case in the past. 
Therefore the amendment proposed by the Senator from Ohio 
accomplishing all that I had originally desired to accomplish, 
and not being now, and hoping that I never will be, especially 
attached to my own particular phraseology, but always wish­
ing to reach the desired object, I hope sincerely that the amend­
ment proposed will be adopted, and that the bill, as thus 
amended, will receive. the approval of every Member of the 
Senate. 

l\ir. BURTON. Mr. President, if there is no one else who 
·desires to speak-the order being to vote at 1.45 p. m.-I desire 
to be recognized. When I suspended my remarks on Friday last 
I was speaking of the different kinds of currency issued under 
what is known as the Aldrich-Vreeland bill. One class is 
based upon bonds of municipalities, States, and so forth; the 
other upon commercial paper. The issue of circulating notes 
can not exceed 75 per cent of the face value of such com­
mercial paper, and must be guaranteed by an association made 
up of banks having a capital of not less than $5,000,000. 

Mr. President, I can hardly approve of the first class of cur­
rency, namely, that which is based upon bonds. The inevitable 
result is too great a degree of rigidity. It requires banks to 
keep a class of securities which they would not naturally 
retain in the ordinary transaction of their business. · That is 
especially true of newly settled localities, where it is desirable, 
yes, essential, that a banking institution should be able to 
utilize every possible resource for the accommodation of the 
community in which it is located. 

Mr. NEWLANDS. 1\Ir. President--
The PRESIDENT pro tempore. Does the Senator .from Ohio 

yield to the Senator from Nevada? 
l\fr. BURTON. In a moment. If, however, the law required 

that additional currency be issued upon bonds, each institution 
would desire, at the very beginning of the transaction of busi­
ness, to buy a certain amount of bonds so as to be prepared 
when the time comes for additional demands to issue further 
currency~ Again, the plan of issuing circulating. notes based 

, upon m1;micipal securities, State, and so forth, gives an undue 
advantage to the older communities or those in which rates 

of interest are low. They can purchase bonds and carry them 
profitably, while a bank located in a community OB' the frontier, 
or where the demand is more active, could not. · 

Mr. NEWLANDS and l\Ir. HEYBURN addressed the Chair. 
The PRESIDENT pro tempore. To whom does the Senator 

from Ohio yield? 
Mr. BURTON. I yield first to the Senator from Nevada. 
.M:r. HEYBURN. I desire to ask a question of the Chair. 
Mr. l\TEWLANDS. The time is approaching for a vote. I 

understand th.at when that time arrives debate is excluded. I 
theTefore ask the Senator, as he obviously has not time now to 
conclude his remarks, whether he will consent to the addition 
of a section providing for a report from the Secretary of the 
Treasury for the consideration of Congress of such amendments 
to the national banking act as, in his judgment, are necessary 
to secure the following result. Those results are substan­
tially--

l\Ir. BURTON. Mr. President--
The PRESIDENT pro tempore. Will the Senator from Ne­

vada submit to an interruption? 
.Mr. NEWLANDS. Yes. 
1\Ir. BURTON. That, I understand, is the amendment pro­

posed by the Senator from Ne-vada ·several days ago. 
l\fr. NEWLANDS. The amendment I proposed the other day 

was that the Monetary Commission itself should pass upon 
these questions. · 

l\Ir. HEYBURN. I rise to a. parliamentary inquiry. 
The PRESIDENT pro tempore. The Senator from Nevada 

will suspend. The Senator from Idaho rises to a parliamentary 
inquiry. The Senator will Btate it. 

l\Ir. HEYBURN. I desire to know whether or not after the 
hour of 1.45 it will be in order to ask .for the reading of the 
amendment--

The PRESIDENT pro tempore. The Chair thinks un­
doubtedly it will be. 

Mr. HEYBURN. All amendments before they are voted 
upon, because I desire to have an amendment read before I 
vote upon it? 

The PRESIDENT pro tempore. All amendments which have 
been offered, or which may be offered, can be read before the 
vote is taken. · 

Mr. BURTON. A parliamentary inquiry. Does the request 
for the reading of the ainendment take precedence before the 
disposition of the question of the Senator from Nevada? 

Mr. HEYBURN. I am not now asking for the reading. I 
only do not want to be forecfosed three minutes and a half 
from now. 

Mr. BURTON. I think if the Senator from Idaho would sus­
pend, we will finish this in two moments. 

Mr. HEYBURN. Well, we have just three minutes left. 
Mr. :.NEWLANDS. The Senator from Ohio will recall that 

the other day" I offered an amendment requesting a report from 
the Monetary Commission upon certain propositions. 

Mr. HEYBURN. I desire that the Chair rule upon my par­
liamentary inquiry. 

The PRESIDENT pro tempore. · The Chair has already 
stated that when amendments are presented for the action of 
the Senate they will be read at the request of any Senator. 

Mr. NEWLANDS. The Senator from Ohio will recall that 
the other day I offered an amendment providing that the Mone­
tary Commission should report upon certain propositions, sub­
mitted in my amendment, regarding the strengthening of indi­
vidual banks, their federation in State associations, and their 
federation nationally through a national banking board. 

The objection to that is that the commission has already out­
lined its views, and that we would be calling upon a hostile 
commission to report upon these propositions. I have now 
changed my amendment so as to provide that the Secretary of 
the 'l'reasury shall report upon these questions, with a view to 
strengthening the banking act 

Mr. BURTON: The-answer to that is perfectly clear. 
Mr. NEWLANDS. I ask the Senator from Ohio whether he 

will consent to that being appended as an additional section? 
Mr. BURTON. The answer to that is perfectly clear. If 

the Senator from Nevada desires that an inquiry be made of 
the Secretary of the Treasury, let him make it, and not engraft 
it on a monetary commission bilL It does not belong here. In­
deed, I think a point of order would lie. If the Senator from 
Nevada--

Mr. CULBERSON. Mr. President--
The PRESIDENT pro tempore. Does the Senator from Ohio 

yield to the Senator from Texas? 
· Mr. BURTON. I will yield in just a moment. If the Senator 
from Nevada desires the Monetary Commission to report upon 
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his questions, I will give him such assurance as I may that the 
report of the commission will be responsive to his inquiries. If 
I haYe time later during the week I will try to reply in extenso 
to the questions which be has propounded. 

Mr. OULBERSON. I desire to ask the Senator from Ohio a 
question. 

The PRESIDENT pro tempore. Does the Senator from Ohio 
yield to the Senator from Texas? 

Mr. BURTON. I do. 
Mr. CULBERSON. The first section of the substitute pro­

posed by the Senator from Ohio requires tbe commission to 
make a report by the 8th of January, 1912. Notwithstanding 
that report is required of the commission, its life is extended 
until the 1st of May, 1912. I ask what necessity there is to con­
tinue the commission after it bas made its final report? 

Mr. BURTON. So that if there is any further question .upon 
which a report is desired the commission may make it. Section 
1 does not provide for a final report. It is a report. It is quite 
likely that after a report is made Congress will demand that 
some questions not elaborated may be still further considered 
and reported upon by the commission. · 

The PRESIDENT pro tempore. The hour of 1 o'clock and 
45 minutes p. m. having arrived, the Secretary will read the 
unanimous-consent agreement. 

The Secretary read as follows : 
It is agreed by unanimous consent that at 1.45 o'clock p. m. on Mon­

day, August 14, 1911, without further debate, a vote be taken upon the 
pending amendment and any amendments to be offered to S. 854, "A 
bill to require the National Monetary Commission to make final report 
on or before December 4, 1911, and to repeal sections 17, 18, and 19 
of the act entitled 'An act to amend the national banking laws,' approved 
May 30, 1908, the repeal to take effect December 5, 1911," and upon 
the bill itself to final disposition thereof. 

The PRESIDENT pro tempore. The pending amendment is 
the substitute offered by the Senator from Ohio. 

Mr. HEYBURN. I ask that the amendment be reported. 
The PRESIDENT pro tempore. Before the amendment is 

read it is proper for the Chair to make a statement. 
The Chair at the time it made the reply to the Senator from 

Nevada that his amendment was not then in order did not under­
stand that the amendment offered by the Senator from Ohio 
was a substitute for the whole. That being the case, the Chair 
desires to state that before voting upon the substitute it will 
be necessary that any amendments which are desired to be en­
grafted upon it shall be offered and acted upon. In other 
words, that the substitute itself is open to amendment. If the 
substitute is adopted, the bill can not thereafter be amended. 

l\fr. BURTON. Has the amendment of the Senator from 
Nernda been read? 

'Ihe PRESIDENT pro tempore. It has not. 
Mr. :NEWLANDS. It has not. I will--
The PRESIDE 'T pro tempore. The Senator from Nevada 

dt.>sires to offer it, and it is in order. 
Mr. BUR'l'ON. I reserve the point of order upon the amend­

ment. 
The PRESIDENT pro tempore. Does the Senator from 

:Keyada desire to offer it as an amendment to the substitute 
or as an amendment to the original bill? 

l\lr. NEWLAI\1DS. I offer it as an amendment to the sub­
stitute, as an additional section, and ask that it be read. 

The PRESIDENT pro tempore. The Secretary will read the 
amendment offered by the Senator from Nevada. 

The SECRETARY. It is proposed to add at the end of the pro­
posed substitute the following words: 

SEC.-. That the Monetary Commission be, and It is hereby, instructed 
to draft and report for the consideration of Congress such amendments 
to the national banking act as, in its judgment, are necessary to secure 
the following results: 

1. The proper proportion of the capital of the individual national 
banks to their obligations. 

2. The proper proportion of the reserves of the individual national 
banks to their obligations. 

3. The proportion of such reserves, if any, which may be deposited 
by the individual banks in other banks, and the restrictions and nature 
of such deposits. 

4. The examination of such banks by the national authorities. 
5. The organization of such banks into local clearing house and 

emergency currency associations, and the inclusion therein of State 
banks engaged in interstate exchange, and the terms of their inclusion. 

6. The union of the national banks of each State in reserve associa­
tions for mutual protection and for protection of depositors, and the 
inclusion therein of State banks engaged in interstate exchange, and the 
terms of such inclusion. 

7. The federation of such State associations thr.ough a national bank­
ing board, composed of members fairly apportioned to the different sec­
tions of the country, and partly selected by such State associations and 
partly by the President of the United States; the inclusion in such 
board of the Secretary of the Treasury as chairman thereof and of the 
Comptroller of the Currency as secretary thereof. 

8. The powers of such national board, including therein the powers of 
investigation, publicity, and recommendation to the President and to 
Congress. 

9. The transfer to the associations above referred to of the note-­
issuing functions of the constituent banks and the gradual retirement ot 
a bond-securing currency without dangerous contraction. 

10. The enlargement of the powers of the national banks with a view 
to enabling them to transact certain business now monopolized by State 
banks, and the restrictions thereon. 

11. And such other amendments as may be advisable to strengthen 
the individual national banks and the State banks engaged in interstate 
exchange and to mutually protect them against bank runs, to secure 
depositors in the prompt payment of their deposits, and to prevent 
breaks in or paralysis of interstate exchange. 

Mr. NEWLANDS. I will state that that simply asks for a 
report upon these questions for the consideration of Congress. 

Mr. BURTON. 1\Ir. President, since the Senator from Ne­
vada has said a word, I will say that all of these subjects are 
within the purview--

Mr. HEYBURN. I rise to a point of order. Debate is not 
in order. 

The PRESIDENT pro tempore. No explanation is in order. 
Mr. BURTON. I would not ha ye made the remark except 

that the Senator from Nevada having made an explanation I 
desired to explain the other side. 

The PRESIDENT pro tempore. No debate is in order. The 
question is on agreeing to the amendment offered by the Sena- . 
tor from Nevada to the substitute offered by the Senator from 
Ohio. 

.Mr. NEWLA...~DS. On that I ask for the yeas and nays. • . 
The yeas and nays were ordered, and the Secretary pro­

ceeded to call the roll. 
Mr. FLETCHER (when Mr. BRYAN'S name was called). I 

desire to announce that my colleague has been called home on 
account of the death of his father. I make this announce­
ment for the dav. 

Mr. CLARK of Wyoming (when his name was called). I 
haye a general pair with the senior Senator from 1\Iissouri 
[l\Ir. STONE]. I understand that the Senator from Missouri 
is detained from the Chamber by illness. Therefore I with­
hold my Yote upon this and other roll calls to-day. 

Mr. CULBERSON (when his name was called). I transfer 
my general pair with the Senator from Delaware [Mr. DU 
PoNT] to the Senator from Florida [Mr. BRYAN], and will Yote. 
I vote "yea." 

l\Ir. CURTIS (when his name was called). I ha-re ~ gen­
eral pair with the junior Senator from Nebraska [Mr. HrTcH­
cocK]. Were he present, I should vote "nay." I make this 
announcement for the day. 

1\fr. MYERS (when l\Ir. DAvrs's name was culled). I have 
been requested to announce that the Senator from Arkansas 
[Mr. DAVIS] has a general pair with the Senator from New 
Hampshire [Mr. GALLINGER]. I will let this nnnouncement 
stand for the day. 

Mr. DILLINGHAM (when his name was called). I have a 
general pair with the senior Senator from South Carolina 
[Mr. TILLMAN], which I transfer to the junior Senator from 
Massachusetts [Mr. CRANE], who is detained from the Cham­
ber. On this question I vote " nay." 

Mr. BURNHAM (when l\lr. GALLINGER's name was called). 
·I desire to state that my colleague is necessarily absent. He 
is paired with the Senator from Arkansas [l\Ir. DAVIS]. I 
desire this announcement to stand for the day. 

l\fr. CUl\Il\IINS (when Mr. KENYON'S name was called). I 
desire to announce that my colleague is unavoidably detained 
from the Senate. I make this announcement for all votes that 
may be had to-day. 

l\Ir. NELSON (when Mr. McCUMBER's name was called). I 
desire to state that the Senator from North Dakota is unavoid­
nbly absent. He has a general pair with the senior Senator 
from Mississippi [Mr. PERCY]. I will allow this announcement 
to stand for the day. 

l\Ir. PAYNTER (when bis name was called). I have a gen­
eral pair with the Senator from Colorado [Mr. GUGGENHEIM]. 
He is necessarily detained from the Senate, and I therefore 

. withhold n:iy vote. 
l\Ir. PERCY (when his name was called). I have a pair with 

the senior Senator from North Dakota [Mr. McCUMBER], and 
tJ:ierefore withhold my vote. 

Mr. SMITH of South Carolina (when his name was · called). 
I have a general pair with the junior Senator from Delaware 
[l\Ir. RICHARDSON]. He being absent, I withhold my vote. 

The roll call was concluded. · 
l\fr. SMOOT. I desire to state that my colleague [Mr. 

SUTHERLAND] is unavoidably detained from the Senate. He 
has a general pair with the senior Senator from Maryland [Mr. 
RAYNER]. I will allow this notice to stand for the day. 

Mr. OWEN. I wish to announ~e the pair of my colleague 
[1\Ir. GoBE] with the Senator from Connecticut [Mr. McLEAN]. 
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Mr. REED. I desire to announce that my colleague [Mr. 

STONE] is unavoidably detained from the Cha:r:uber by illness. 
Mr. SMITH of South Carolina. I announced my pair with 

the Senator from Delaware [Mr. RICHARDSON]. I transfer the 
pair to the junior Senator from Maryland [Mr. SMITH] and 
will vote. I vote "yea." 

The result was announced-yeas 25, nays 36, as follows: 

Chamberlain 
Chilton 
Clapp 
Clarke, Ark. 
Culberson 
Fletcher 
Foster 

Bankhead 
Bourne 
Bradley 
Brandegee 
Briggs 
Bristow 
Brown 
Burnham 
Burton 

YE.A.S-25. 
Johnson, l\Ie. 
Kern 
La Follette 
Lea 
Martin, Va. 
Martine, N. J. 
Myers 

New lands 
Overman 
Owen 
Pomerene 
Reed 
Shively 
Smith, S. C, 

NAYS-36. 
Cullom 
Cummins 
Dillingham 
Dixon 
Gamble 
Heyburn 
Johnston, Ala. 
Jones 
Lippitt 

Lodge 
Nelson 
Nixon 
O'Gorman 
Oliver 
Page 
Perkins 
Poindexter 
Root 

NOT VOTING-28. 

Swanson 
Taylor 
Watson 
Williams 

Simmons 
Smith, Mich. 
Smoot 
Stephenson 
Thornton 
Townsend 
Warren 
Wetmore 
Works 

Bacon Curtis Hitchcock Percy 
Bailey Davis Kenyon Rayner 
Borah du Pont Lorimer Richardson 
Bryan Gallinger Mccumber Smith, Md. 
Clark, Wyo. Gore McLean Stone 
Crane • Gronna Paynter Sutherland 
Crawford Guggenheim Penrose 'fillman 

So the amendment of Mr. NEWLANDS to the substitute of Mr. 
BURTON· was rejected. · 

The PRESIDENT pro tempore. The question is now on the 
adoption of the substitute offered by the Senator from Ohio 
[Mr. BURTON] in lieu of the original bill. 

Mr. CULBERSON. On that I ask for the yeas and nays. 
The yeas and nays were ordered. 

_ Mr. POINDEXTER. I should like to have the substitute 
i·ead. 

The PRESIDENT pro tempore. The Secretary will again 
read the substitute. 

The SECRETARY. It is proposed to strike out all after the en­
acting clause and insert: 

That the National Monetary Commission, authorized by sections 17, 
18, and 19, of an act entitled "An act to nmend the national banking 
laws," approved May 30, 1908, is hereby directed to make and file a 
report on or before the 8th day of January, 1912. 

SEC. 2. That sections 17, 18, and 19 of an act entitled "An act to 
amend the national banking laws," approved May 30, 1908, be, and 
the same are hereby, repealed ; the provisions of this section to take 
effect and be in force on and after the 5th day of May, 1912, unless 
otherwise provided by act of Congress. 

SEC. 3. 'l'bat the first paragraph under the subject "Legislative," on 
page 28 of an act (Public, No. 327, H. R. 28376, 60th Cong., 2d sess.), 
entitled "An act making appropriations to supply deficiencies in the 
appropriations for the fiscal year ending June 30, 1909, and for prior 
years, and for other purposes," approved March 4, 1909, reading as 
1'.ollows: " That the members of the National Monetary Commission, 
who were appointed on the 3oth day of May, 1908, under the provisions 
of section 17 of the act entitled 'An act to amend the national banking 
laws,' approved May 30, 1908, shall continue to constitute the National 
Monetary Commission until the final report of said commission shall be 
made to Congress; and said National Monetary Commission are author­
ized to pay to such of its members as are not at the time in the public 
service and receiving a salary from the Government, . a salary equal to 
that to which said members would be entitled if they were Members 
of the Senate or House of Representatives. All acts or parts of acts 
inconsistent with this provision are hereby repealed," be, and the same 
is, hereby repealed. 

SEC. 4. That no one receiving a salary or emoluments from the Gov­
ernment of the United States, in any capacity, shall receive any salary 
or emolument as a member or employee of said commission from the 
date of the passage of this act. 

Mr: HEYBURN. I move to amend the substitute by striking 
out the words " the 1st day of May " and inserting in lieu 
thereof "the 5th day of i;:>ecember," so that the existence of the 
commission will terminate on the 5th day of December, as 
originally provided. 

The PRESIDENT pro tempore. The Secretary will state the 
amendment offered by the Senator from Idaho to the amend­
ment. 

The SECRETARY. In section 2, strike out the words " 1st day 
of May, 1912," and in lieu insert "5th day of December, 1911." 

Mr. CULBERSON. I ask for the yeas and nays on agree­
ing to the amendment to the amendment. 

Mr. HEYBURN. I have just observed that they are required 
to report on the 8th day of January, and I will ask that my 
amendment to the amendment be corrected so as to substitute 
the 8th day of January for the 1st day of May. 

The PRESIDENT pro tempore. The Senator from Idaho has 
a right to modify his amendment to the amendment. The 
amendment to the amen~ent, as modified, will be read. 

The SECBETA.BY. Strike out the words " 1st day of .May " 
where they appear and insert "8th day of January." 

The PRESIDENT pro tempore. Upon this question the Sen­
a tor from Texas [Mr. CuLBEBSON] asks for the yeas and nays. 

The yeas and nays were ordered, and the Secretary proceeded 
to call the roll. 

Mr. CULBERSON (when his name was called). I transfer 
my general pair with the Senator from Delaware [Mr. Du PONT] 
to the Senator from Florida [Mr. BRYAN], and vote. I vote 
"yea." 

Mr. CURTIS (when l\Ir. ·GuGGENHEIM's name was called). 
I was requested to announce that the Senator from Colorado 
[l\Ir. GUGGENHEIM] is paired with the senior Senator from 
Kentucky [Mr. PAYNTER]. I make this announcement for the 
day. 

l\fr. PERCY (when his name was called). I announce my 
pair with the senior Senator from North Dakota [l\Ir. Mo­
CuMBER], and therefore withhold my vote. 

Mr. Si\!ITH of South Carolina (when his name was called). 
I have a general pair with the junior Senator from Delawr.re 
[l\fr. RICHA.BDSON], and therefore I withhold my vote. 

The roll call was concluded. 
Mr. CLAPP. I desire to state on behalf of the junior Sena­

tor from North Dakota [Mr. GRONNA] that he is unavoidably 
detained on account of sickness in his family. I will let this 
statement stand for the day. 

The result was announced-yeas 32, nays 30, as follows·: 

Borah 
Bourne 
Bristow 
Brown 
Chamberlain 
Clapp 
Clarke, Arlr. 
Culberson 

Bankhead 
Bradley 
Brandegee 
Briggs 
Burnham 
Burton 
Chilton 
Crawford 

YEAS-32. 
Fletcher 
Heyburn 
Johnson, Me. 
Johnston, Ala. 
Kern 
La Follette 
Lea 
Martin, Va. 

Martine, N. J. 
Myers 
Nelson 
New lands 
O'Gorman 
Overman 
Owen 
Poindexter 

NAYS-30. 
Cullom 
Cummins 
Dillingham 
Dixon 
Foster 
Gamble 
Jones 
Lippitt 

Lodge 
Nixon 
Oliver 
Page 
Penrose 
Perkins 
Root 
Shively 

NOT VOTING-27. 
Bacon du Pont Lorimer 
Bailey Gallinger Mc Cumber 
Bryan Gore McLean 
Clark, Wyo. Gronna Paynter 
Crane Guggenheim Percy 
Curtis · Hitchcock Rayner 
Davis Kenyon Richardson 

Pomerene 
Reed 
Smith, Mich. 
Swanson 
Taylor 
Townsend 
\Vatson 
Williams 

Smoot 
Stephenson 
Thornton 
Warren 
Wetmore 
Works 

Simmons 
Smith, :Md. 
Smith, S. C. 
Stone 
Sutherland 
Tillman 

So Mr. · HEYBURN's amendment to Mr. BURTON'S amendment 
was agreed to. 

The PRESIDENT pro tempore. · The- question is on agreeing 
to the substitute as it has been amended, on which the yeas and 
nays have been ordered. 

·The Secretary proceeded to call the roll. 
Mr. CULBERSON (when his name was called). I transfer 

my general pair with the Senator from Delaware [l\Ir. nu PONT] 
to the Senator from Florida [Mr. BRYAN] and vote. I vote 
"nay." 

Mr. CURTIS (when his name was called). I am paired with 
the junior Senator from Nebraska [Mr. HITCHCOCK]. Were he 
present I should -rote "yea." 

Mr. SMITH of South Carolina (when his name was called). 
I again announce my pair with the junior Senator from Dela­
ware [Mr. RICHARDSON], and in his absence withhold my vote. · 

The roll call was concluded. 
1\Ir. REED. I desire to announce the unavoidable absence of 

my colleague [Mr. STONE]. He is detained at his residence by 
illness. 

The result was announced-yeas 56, nays 6, as follows : 

Bankhead 
Borah 
Bourne 
Bradley 
Brandegee 
Briggs 
Bristow 
Brown 
Burnham 
Burton 
Chilton 
Clapp 
Clarke, Ark. 
Crawford 

Chamberlain 
Culberson 

YEAS-56. 
Cullom 
Cummins 
Dillingham 
Dixon 
Fletcher 
Foster 
Gamble 
Heyburn 
Johnson, Me. 
Johnston, Ala. 
Jones 
Kern 
La Follette 
Lea 

Lodge 
Martin, Va. 
Martine, N. J. 
Nelson 
Nixon 
O'Gorman 
Oliver 
Overman 
Page 
Penrose 
Perkins 
Poindexter 
Pomerene 
Reed 

NAYS-6. 
Myers 
New lands 

Owen 

Root 
Shively 
Simmons 
Smith, Mich. 
Smoot 
Stephenson 
Swanson 
Taylor 
Thornton 
Townsend 
Warren 
Watson 
Wetmore 
Works 

Williams 
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NOT VOTING-27. 
Bacon du Pont Lippitt 
Bailey Gallinger Lorimer 
Bryan Gore Mccumber 
Clark, Wyo. Gronna McLean 
Crane Gug~enheim Paynter 
Curtis Hitcncock Percy 
Davis Kenyon Rayner 

Richardson 
Smith, Md. 
Smith, S. C. 
Stone 
Sutherland 
Tillman 

So Mr. BURTON'S amendment as amended was agreed to. 
The bill was reported to the Senate as amended and the 

amendment was concurred in. 
The bill was ordered to be engrossed for a third reading, 

read the third tim~, and passed. 
The title was amended so as to read: "A bill to require the 

National Monetary Commission to make final report on or be­
fore January 8, 1912, and to repeal sections 17, 18, and 19 of 
the act entitled 'An .act to amend the national banking laws,' 
approved May 30, 1908, the repeal to take effect January 8, 
1912." 

THE COTTON SCHEDULE. 

.Mr. BAILEY. Mr. President--
The PRESIDENT pro tempore. The Chair will beg the Sen­

ator from Texas to suspend for a moment until the unfinished 
business can be laid before the Senate, which was necessarily 
postponed in the execution of the unanimous-consent order. 

l\fr. BAILEY. Very well. 
The PRESIDE1\TT pro tempore. The Chair will then recog­

nize the Senator from Texas. The Chair lays before the Senate 
the unfinished business, which is House bill 12812. 

The Senate, as in Committee of the Whole, resumed the con­
sideration of the bill (H. R. 12812) to reduce the duties on man­
ufactures of cotton. 

TARIFF DUTIES ON WOOL. 

l\fr. BAILEY. Mr. President, I came into the Chaµiber from 
the cloakroom as the Senator from Pennsylvania [Mr. PE..~­
BOSE] was having read to the Senate the stenographer's notes 
of the proceedings of the conference committee on the wool 
bill (H. R. 11019), and I heard the statement that by unanimous 
consent it was agreed that the papers connected with that bill 
should be left with the conferees of the House. I have no doubt 
that the stenographer thought he cotrectly recorded that trans­
action, but he did not. What happened was this: When we first 
assembled the conferees of the House notified the conferees 
of the Senate that they had the physical po~se sion of the 
papers in the case. The conferees of the House made no effort 
to claim that they were entitled to that physical possession 
under the rules which govern the intercourse between the two 
Houses, but the conferees of the Senate did not then, an~ did 
not afterwards, make any objection, because we did not nt 
that point or at any subsequent stage of the proceeding con-
sider the matter of any practical importnnce. . 

I do not announce it for my associates on the committee, 
but my own opinion is that the conferees of neither House can 
do as they please with the papers relating to a matter before 
them. I think if the conferees of one House were improperly 
in possession of the papers the only way to proceed would be 
for the House having the wrongful possession of the papers 
to instruct its conferees to deliver them. I would not be apt 
to agree that a committee of either House could take papers 
relating to the transactions between them and do with those 
papers as they might choose. 

I felt then, and I think now, that if it had been a matter of 
sufficient importance to have raised the question, the orderly 
procedure would have been for us to have returned to the 
Senate and reported to the body to whom we owed our ap­
pointment the mistake which had been made by the clerk of 
the Senate in transmitting the papers to the House, and then 
offered a resolution asking the House to return those papers 
to the Senate. I would .not have felt that the conferees of the 
House had such control over those papers as that they might 
pass them out of their control without the sanction or the 
authority of the House. 

When we found ourselves in that condition we made no de­
mand for the papers, because we attached no importance to 
whether they were in the possession of the House or the Senate 
conferees, and what we did was tantamount to a unanimous 
consent, perhaps, but it was not unanimous consent because I 
would not have believed it was in our power to give such unani­
mous consent. The most that we could do, and all we did do, 
as I understood it and as I remember it, was to make no insist-
ence upon the delivery of the papers to us. · 

Mr. President, I would not cave thought it necessary to 
detain the Senate with a repetition of this matter, except that 
I saw it ·was made the subject of. controversy in the other House, 
and have since. read the proceedi.?gs had there. It is not proper 

for me to refer to them and not proper for me to refe1· to any 
statement made in the House with reference to them, but I 
thought it proper for me to rehearse, for incorporation in the 
RECORD, my understanding of the matter. 

Mr. HEYBURN. .Mr. President, I have not thought that the 
physical possession of the papers was material when by the rule 
the possessfon is fixed. I doubt if it is material which House 
or which set of conferees have the physical po session of them. 
In contemplation of law they are held to be in the possession 
of one or the other as the conditions exist. Now, it is mate­
rial, because had the law been observed-and I use the term 
"law" because both Houses have made Jefferson's 1\Ianual the 
legislative law to govern it; it is not like a question resting 
upon the rules of the Senate; it rests upon a law that is com­
mon to both branches of Congress, which says-I think it is 
Rule XLVI, though I have no check on it-the papers shall be 
with the House or the conferees, designating them; and if 
the law says they are there they are there ; the physical pos­
session of them is not at all material. Had the law been ob­
served the question would now have been before this body 
and not before another; and did this body debate the question 
of the report of the conferees it might result in the report ne--rer 
going to the other body, and it would then become very material. 
It might be very material now. If we were approaching the 
end of a short session and the question of the adoption of the 
report of the conferees were before this body, and never left it, 
then the conference report would never be acted upon by Con­
gress and legislation would be defeated because of that iact. 

We sit here, having jurisdiction of this question by express 
provision of legislative law. The .. physical possession of the 
papers is not material. In law we ha\e pos ession of the pa­
pers just as much as though they were on the desk in this 
body. It is competent for the conferees representing this body 
to report at any time, regardless of the fact that the physical 
possession of the papers is not with them. I think that is 
sound as a proposition of law. So, instead of waiting for an · 
unauthorized body to act upon them, we should be acting upon 
them ourselves. 

I h:rrn had it in my mind since this situation presented itself 
to me before the adjournment on Saturday to object to this 
body receiving the conference report when it comes here, on the 
ground that it comes from a body not having jurisdiction to 
pass upon it, and that we should disregard their action, be­
ca use the action should haYe been by this body. I still have it 
in mind to raise that question when the report comes to this 
body, unless it comes from our own conferees as the original 
report. Should they, after ghing this matter attention, con­
clude that they are at full liberty to report to his body to-day, 
or at any time, not as coming from the other branch of Con­
gress but as the rightful original action of the conferees of this 
bodyt then, of course, my objection would be without point 

Mr. JOHNSTON of Alabama. l\fr. President--
The PRESIDING OFFICER (l\Ir. BnANDEGEE in the chair). 

Does the Senator from Idaho yield to the Senator from Ala­
bama? 

Mr. HEYBUilN. Certainly. 
Mr. JOHNSTON of Alabama. I want to ask the Senator 

from Idaho if he thinks the action by the other House first on 
this matter will have any effect upon the disposition that the 
President will make of the bill? 

Mr. HEYBURN. I do not know about that, but that question 
does not enter into it. It is a question of the order of prGcedure 
in the legislative bodies according to their jurisdiction. It may 
be that, as suggested by the Senator from Alabama, it would not 
make any difference in the ultimate result, and yet it may. It 
might be that the bill would never reach the President if it 
came bere, as it should have come and must come, in my opinion, 
from our conferees. It may remain here and not go to the other 
body for consideration. The other body can not take this matter 
up for consideration unless it is received under parliamentary 
rules from this body. We can not take this matter up, received 
from an unauthorized body. That question I ha\e it in mind to 
urge. The proper thin"' to be done by our conferee is to report 
without waiting for the unauthorized action of another body. 
If we act within the law, the other body may or may not have 
occa ion to pass upon this matter. It may never rench them. 
The discussion of the report of the conferees in this body may 
outlast the session, and it may never go to the other body at all 
for their action. It is obvious that the question is n. material 
one and not to be lightly passed oYer. .I make this Sl1ggestion 
at this time in order that our conferees may see the light and 
report the result of the conference to the Senate, from which 
their orders were recciYed, and let the enate take the action 
that must precede any action by the other body. 
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ST. CROIX RIVER BRIDGE. 

Mr. NELSON. Mr. President, I ask unanimous consent for 
the present consideration of the bill (H. R. 6747) to reenact an 
act authorizing the construction of a bridge across the St. Croix 
I-.,iyer, and to extend the time for commencing and completing 
the said structure. 

There being no objection, the Senate, as in Committee of the 
Whole, proceeded to consider the bill. 

Tl.le bill was reported to the Senate without amendment, or­
dered to a third reading, read the third time, and · passed. 

EXTRA MONTH'S PAY TO EMPLOYEES. 

Ur. CLAPP. I ask unanimous consent for the present con­
i:iidera tion of Senate joint resolution 54, which I introduced on 
Saturday last. I desire to offer certain amendments to it. 

The PRESIDING OFFICER. The Secretary will read the 
joint resolution. 

The joint resolution (S. J. Res. 54) to reimburse the officers 
and employees of the Senate for mileage and expenses incident 
to the first session of the Sixty-second Congress was read, and, 
there being no .objection, the Senate, as in Committee of the 
Whole, proceeded to its consideration. 

Mr. CLAPP. On page 1, line 3, I move to strike out the word 
" Senate" and to insert the word "'Ireasury," so that it will 
read "Secretary- of the Treasury." 

The amendment was agreed to. 
l\Ir. CLAPP. On page· 1, line 5, after the word " Senate,'' it 

is proposed to insert the words "and House of Representatives," 
so that it will read "Senate and House of Representatives." 

The amendment was agreed to. 
Mr. WARREN. I ask that the joint resolution may be now 

read as amended. 
The PRESIDING OFFICER. The Secretary will read the 

joint resolution as amended. 
The Secretary read the joint resolution as amended, as fol­

lows: 
Resolved, etc., That the Secretary of the Treasury be, and he hereby 

ts, authorized and directed to pay to the officers and employees of the 
Senate and the House of Representatives borne on the annual and ses­
sion rolls on the 1st day of July, 1911, including the official reporters 
of the Senate and W. A. Smith, CONGRESSIONAL RECORD Clerk, as reim­
bursement for mileage and expenses and for extra services during the 
first session of the Sixty-second Congress. a sum equal to one month's 
pny a.t the compensation then paid to them by law, the same to be paid out 
of any moneys in the Treasury not otherwise appropriated, and to be 
immediately available. 

Mr. CULBERSON. Mr. President, I have just come in. I 
should like to hear the first part of the joint resolution read. 

The PRESIDING OFFICER. The Secretary will read the 
joint resolution. 

The Secretary again read the joint resolution as amended. 
Ur. CULBERSON. I have no objection to the consideration 

of the joint resolution. 
The joint resolution was reported to the Senate as amended, 

and the amendments were concurred in. 
The joint resolution was ordered to be engrossed for a third 

reading, read the third time, and passed. 
The title was amended so as to read: "A joint resolution to 

reimburse the officers and employees of the Senate and the 
House of Representatives for mileage and expenses incident to 
the first session of the Sixty-second Congress." 

THE COTTON SCHEDULE. 

The Senate, as in Committee of the Whole, resumed the con­
sideration of the bill (II. R. 12812) to reduce the duties on man­
ufactures of cotton. 

l\fr. CUM.MINS. Mr. President, I have offered as an amend­
ment to the pending bill, ordinarily known as the cotton bill, an 
amendment--

nfr. OVERMAN. Mr. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from North Carolina? 
Mr. CUl\li\HNS. I yield to the Senator. 
Mr. OVERMAN. Is the cotton bill before the Senate? 
The PRESIDING OFFICER. It is the unfinished business of 

the Senate. 
Mr. OVERMAN. I suggest that we ought to have a quorum 

present if the Senator from Iowa is going to address the Senate 
upon the bill. 

The PRESIDING OFFICER. Does the Senator from North 
Carolina suggest the absence of a quorum? 

l\fr. O:VERMAN. I do: 
The PRESIDING OFFICER. Tlle Secretary will call the roll. 

The Secretary called the roll, and the following Senators an­
swered to their names : 
Bailey Culberson Martine, N. J. 
Bourne Cummins Myers 
Bradley Curtis Nelson 
Brandegee Dixon Nixon 
Briggs Fletcher O'Gorman 
Brown Heyburn Oliv<:'r 
Burnham Johnson, Me. Overman 
Chamberlain Johnston, Ala. Page 
Chilton Jones Penrose 
Clapp Kern Perkins 
Clark, Wyo. La Follette Poindexter 
Clarke, Ark. Lea Reed 
Crawford Lippitt Root 

Shively 
Simmons 
Smith, Mich. 
Smith, S. C. 
Smoot 
Stephenson 
Taylor 
'\\'arren 
Watson 
Wetmore 

The PRESIDING OFFICER. Forty-nine Senators having an­
swered to their names, a quorum of the Senate is present. The 
Senator from Iowa [l\Ir. CUMMINS] is entitled to the floor. 

Mr. FLETCHER. Mr. President--
The PRESIDING OE'FICER. Does the Senator from Iowa 

yield to the Senator from Florida? 
Mr. CUMMINS. I do. 
l\fr. FLETCHER. l\Ir. President, if the Senator will allow me 

just a moment's interruption, I desire to have the Secretary 
read, and to have printed in the RECORD, a short editorial from 
the Jacksonville (Fla.) Times-Union of August 8, not as a part 
of his speech, but preceding it. 

l\Ir. CUMMINS. I shall gfadly yield to the Senator from 
Florida, but, of· course, I do not want the editorial printed as 
a part of my remarks. 

The PRESIDING OFFICER. The Senator from Florida 
suggests that it be printed in adYance of the Senator's re­
marks so as not to be a part thereof. 

l\Ir. CUMl\HNS. I could not hear the Senator from Florida, 
but I am very glad he made that suggestion. 

l\Ir. FLETCHER. That is the suggestion I made. It is 
pertinent to the question under consideration. 

Th PRESIDING OFFICER. Is there objection to the 
reading· of the paper indicated? The Chair hears none, and the 
Secretary will read as requested. 

The Secretary read as follows: 
[Florida Times-Union, Aug. 8, 1911.] 

PURPOSE _AND PERVERSION OF THE TARIFF. 

To state the plain truth about the tari!I is to condemn Republican 
policies for a generation as both unjust and unwise. In Its use of 
popular prejudice in one section to tax unfairly another it has levied 
a war tribute on the vanquished in a Civil War to which the indemnity 
imposed by Germany on France ls a bagatelle, and yet Its defendere. 
are amazed to find the injured refusing to nccept this conduct as 
worthy of commendation and to join In applauding a system of robbery 
under the forms of law without a parallel in history. 

Against the whole theory and practice of our protective policy the 
Democratic Party has protested since its inception, but nothing like 
the condensation of this whole chapter of history as done by Demo­
crats equals the following from the Springfield Republican: 

" The pl'Otective-tarift: system was adopted in the single purpose and 
has been maintained in no other legitimate purpose thn.n to promote 
manufacturing in a country that was chiefly given to agriculture. 
This system in these later days has been allowed to run into excessive 
protection for manufactures; and to maintain itself in these abuses 
it has been averted into the vain purpose of trying to protect all in­
dustry, which can only be done at the expense of all industry, which 
is as hopeless as for a person to try a lifting of himself by his own 
boot straps. 

Our Massachusetts contemporary 1s entirely correct in this state· 
ment of the purpose and perve1·sion of this cardinal doctrine of Repub­
licanism-a doctrine thnt has been proclalmed as the perfection of 
statesmanship or accepted as such by all the leaders of the party now 
so sorely sh·icken by the judgment of an aroused and awakened people. 
What can be expected of a party which has evolved and maintained 
such an ideal of statesmanship for so many years? What of the men 
who have been nccepted as the "friends of the people and the champions 
of the oppressed," while practicing the doctrine that we might be lifted 
by our boot straps? 

Mr. SMITH of Michigan. Mr. President, I do not know the 
author of that statement. 

Mr. CUMMINS. Ur. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Sena tor from Michigan? 
.Mr. CUMMINS. I will not yield for any debate upon the 

editorial article which has been read. I am in no wise respon­
sible for it; it does not express my sentiments at all; and I 
desire to proceed with the argument• of the issue before the 
Senate. 

l\Ir. SMITH of Michigan. Mr. President, I do not desire in nny 
way to interfere with the plan the Senator from Iowa bas in 
mind. I was simply going to call the attention of the Senator 
from Florida, who sent the article to the Secretary's desk to be 
read, to a letter from Mr. L. P. Groves, treasurer of the E'lint 
Manufacturing Co., of Gastonia, N. C., to the Senator from North 
Carolina [Mr. OVERMAN], under date of August 8, 1911, in which 
he said that they would not haYe had a single cotton mill in the 
South, whereas the cotton mills there now employ tfiousands 
and thousands of men and represent millions of investment, 
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had it not been for the protecttve tariff, which he begged the 
Seuators from North Carolina to defend and maintain in the 
interest of the people of his State in the following language, 
which I quote from his letter to my distinguished friend from 
North Carolina: · 

Without trying to discuss the right or wrong ot a protective tariff, 
what confronts the manufacturer of 'North Carolina to-day is that we 
have built a number of mills for making fine yarns and cloth, and these 
mills have paid a high rate of duty on their machinery, which mills 
would not have been built, nor could they have been operated at all, 
without a protective tariff on their product. 

Now, since millions of dollars have been invested in these enter­
prises under a high protective tariff, will it not be a great wrong to at 
one stroke of the pen blot them out of existence by cutting the duty 
in half and allowing other countries who are old and experienced in 
the business and who hire their labor for half what we have to pay 
and with no duty on machinery to come in and take this business away 
from us? 

l\Ir. CU:M.l\IINS. Mr. President, I observe that the Senator 
from Michigan pays strict regard to my desires in the matter. 

COTTON-CROP STATISTICS. 

Mr. S.l\II'.fH of South Carolina. Mr. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Sena tor from South Carolina? 
Mr. CUMMINS. I yield. 
Mr. SMITH of South Carolina. I desire to call up Senate 

resolution 135 that went over on Saturday under objection 
from the Senator from Ohio [Mr. BURTON], who has withdrawn 
the objection. If the· matter provokes any debate, I will not 
press it, but I merely want the resolution read and passed. 

Mr. CUMMINS. I shall be very glad to yield to the Senator 
from South Carolina for that purpose, if his resolution creates 
no debate. If it does. then I must proceed. 

l\fr. SMOOT. Mr. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Utah? 
l\:lr. CU.l\UHNS. I do. 
Mr. SMOOT. I think the resolution will lead to debate. I 

simply make that statement so that the Senator from Iowa may 
know that it will take some time to dispose of the resolution. 

Mr. CUMMINS. Under those circumstances, I am sure the 
Senator from South Carolina will not insist upon having the 
resolution considered at this time. 

Mr. SMITH of South Carolina. That is all right. I with­
draw the request. 

THE COTTON SCHEDULE. 

The Senate, as in Committee of the Whole, resumed the con­
sideration of the bill (H. R. 12812) to reduce the duties on 
manufactures of cotton. 

Mr. CUMMINS. Mr. President, the amendment which I have 
proposed to the cotton bill, which is now before the Senate, 
revises and reduces all the duties of Schedule C of the tariff 
law, generally known as the metal schedule. I divide the sched­
ule into two parts for the purpose of revision : First, those 
commodities which are generally known in commerce and in 
manufacture as tonnage iron and steel. Upon such commodities 
my amenQ.ment proposes to reduce the duties 40 per cent, save 
and except in the paragraph which provides for structural iron 
and steel, and that paragraph my amendment rewrites entirely 
and brings it into harmony with the general revision which I 
propose. 

With respect to those paragraphs which embrace the higher 
forms of manufacture of iron and steel, and embrace other 
metals than iron and· steel, my amendment proposes to reduce 
the existing duties 30 per cent. 

I want to say now, so that Senators may understand the sit­
uation, that I will compress what I have to ~ay upon this subject 
to the narrowest possible limit, and I will hope that a vote be 
taken, if no others desire to discuss the amendment, · before the 
adjournment of the present session. I think it is only fair to 
.suggest that, because at former times I have debated this sched­
ule at such length that Senators might well presume that a 
conclusion would not be reached this afternoon. 

One more foreword. '!'his revision which I have proposed to 
the metal schedule is not ill advised; it is not unstudied; it is 
substantially the revision which I proposed to the metal schedule 
two years ago. These amendments created much debate and 
much consideration. So I think the Members of the Senate a.re 
fully informed and well advised with respect to the general 
characteristics of this schedule. 

The amendment which I have proposed is the result of the 
most mature and reflective investigation on my part. I think 
that two years ago it embodied the opinions of a great many 
Members of the Senate, and since that time conditions have not 
changed to the disadvantage of a proposal for the reduction of 
duties on metal products. 

However, before I take up the technical subject I desire to 
say a word or two with regard to · the general topic of tariff 
revision at this time. It is complained-and I have seen the 
complaint printed everywhere-that we ought not to undertake 
at this session the revision of any of the prominent schedules of 
the tariff, but ought to wait until we hear the conclusions of the 
board of tariff experts in the employ of the President of the 
United States. I have been somewhat impressed with the 
unanimity of this demand on the part of the newspapers of the 
country. Ne:wspapers that were vociferous in the demand that 
Congress should proceed immediately and without any debate 
whatsoever to the revision of the agricultural schedule and the 
revision of the paper schedule are now insisting that we shall 
not reduce the duties in any other schedule until we hear what 
the board of tariff experts has to say upon the matter. 

I desire to meet that issue fairly and squarely. I desire to 
suggest the reasons which actuate me in insisting under the 
present conditions upon the reduction of other duties than those 
upon agricultural products. I am a profound believer in the 
revision of the tariff schedule by schedule as a wise policy. I 
am insistent, too, upon the intervention of a tru:iff commission 
in order to aid Congress in this difficult undertaking. But the 
answer to this insistence that we must wait is, first, that we 
have no Tariff Board, and it is not likely in the near future we 
will have a Tariff Board, in view of the political change that 
has been witnessed at the other end of the Capitol and that 
some pessimistic Republicans predict will be duplicated shortly 
at this end of the Capitol We have no board clothed with 
adequate power. We have no board that is to be or can be 
the instrumentality of Oongress to investigate these difficult 
topics and to · acquire this \ery valuable and material in­
formation. 

Now, I do not want Senators or the public to understand that 
in so saying I am disparaging the individuals who compose what 
is ordinarily known as the Board of Tariff Experts. So far as 
I know they are men of high character and of great attainments, 
but they are not the agents of Congress, they are simply per­
sons employed by the. President of the United States to work 
as he directs and when he directs. We have not entered upon 
the systematic plan which I hope eventually will be adopted, 
that will make a board of tariff commissioners the right hand 
of Congress to better enable it to deal .with the subject of the 
tariff. 

The second answer to the objection with regard to going on 
with the revision of certain schedules of the tariff is this: 
We have revised one. of the prominent schedules of the tariff 
law. We have revised a schedule which relates to property in 
the United States of the value of more than $25,000,000,000. 
We have revised a schedule which embraces an annual product 
of more than $9,000,000,000. We have revised a schedule which 
is vital to the prosperity and the happiness of more than 
30,000,000 of people in· our country. Whether we have re­
vised it wisely or unwisely I do not intend at this moment to 
discuss. My views upon that subject are known. It is suffi­
cient to remember that it is done, and that, so far as Congress 
and the President can accomplish the purpose, the products of 
the farm, exceeding $9,000,000,000 annually in value, have been 
put upon the free list. 

They were put upon the free list without any examination 
by a Tariff Board, even without any conclusion deduced by a 
board of experts. The President and the Secretary of State 
concluded an agreement with the Dominion of Canada before 
his own board had ever expressed an opinion or reached a 
single conclusion with respect to the cost of produdng agricul­
tural commodities in thi.s country as compared with Canada. I 
only venture to remind Senators, therefore, that when they put 
these products upon the free list-whether they should have 
been put there or not it is not material now to inquire; we 
have accomplished it so far as our power is concerned-it made 
it absolutely impossible to await the slow and uncertain work 
of a board of experts employed by the President with respect 
to duties upon other commodities which the farmer in the com­
merce of the country must buy. 

The action of those who insisted upon this revision of the 
agricultural schedule rendered it impossible to pursue the 
program that many of us believed ought to have been pursued; 
and, for my part, as much as I value the work of an indepen­
dent commission, clothed with full and ample power, I will not 
wait for the creation of such a conll:nission and then wait for 
the work of such a commission before I attempt at least to 
give the farmer a freer market in which to buy, inasmuch as 
we have put him in a free market in which to sell. · 

Let it not be thought that in so declaring I have any inten· 
tion of standing for any reduction as a matter of reprisal, not­
withstanding what we have done respecting the agricultural 
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products of the country. I am not willing, because we may The PRESIDING OFFICER. Does the Senator from Iowa 
ha1e done wrong in that respect, to repeat the wrong with yield, and to whom? 
regard to duties on manufactured products. But there are cer- Mr. CUMMINS. I will yield for just a moment to the Sena-
tain manufactured products covered by duties which everybody tor from Michigan, as he wants to ask me anotller question. 
knows are too high. Those of us who ask for a reduction do not Mr. SMITH of Michigan. There seems- to be considerable 
intend to reach the danger point, but we do intend to remove unwritten history in connection with that declaration. I did 
from our ta.riff laws some of the obvious, indefensible excesses not ask the question for the purpose of embarrassing the Sena­
which up to this ses~ion of Congress have found no defenders, tor from Iowa, but for the purpose of finding, if possible, the 
as I recall. source from which that declaration came and with which I am 

There is another thing which I must be permitted to say, and completely out of accord. 
it grieves me to say it, because it launches me somewhat into a l\1r. CUl\ll\IINS. I understand that. The Senator from Michi­
political campaign. I feel, however, that the pen-ersions and gan :ind I, while we agree upon the doctrine of protection, do 
misrepresentations which go out from Washington day after not understa.nd it in the same way. I run for a protection that 
Clay with regard to the situation here, the attitude of Senators protects; he is for a protection that prohibits. That is tile dif­
upon these important subjects, require a brief notice at my ference between his view of the economic policy and mine. 
hands. Mr. SMITH of Michigan. I am for u protection that pro-

Whatever may have been our hope a year ago respecting the hibits the destruction of American jndustries. 
method of dealing with tariff adjustments or readjustments in Mr. CUMMINS. I am in agreement upon many things with 
the near future, the Canadian arrangement has for the time the Senator from l\fichig:in, and I hope he will not obtrude the 
being gi1en the whole subject a new aspect. We must now de- differences which do exist between us while I am muk.ing an 
termine-and I want Senators to gather the meaning of what I argument in which in a general way I think he must concur. 
am about to say, and I especially want the country to under- I now yield to the Senator from North Carolina. 
stand what I am about to say-we must now determine, and Mr. OVERMAN. I intevded to ask the Senator from Iowa 
determine at the first opportunity, whether the Canadi.a..n act if I understood. him correctly-thut he is not in accord with the 
represents a Republican policy. Republican platform as promulgated at the last national con-

We all understand that -reciprocity in its true sense is a vention upon the subject of the tariff. 
Republican .Policy. But the question which the Republicans of Mr. CUMMINS. The Senator from Michigan said he is not. 
this country must certainly answer is this: Does the Canadian I am very much in accord with it. I fought for such a declara­
act embody the doctrine, or is it a flagrant, violent departure ti.on for nearly eight years before it was announced. 
from the Republican faith? The manner of its passage through l\!r. OVERMAN. The difference in the cost of production 
Congress does not establish its Republican character, for al- abroad and here and also a reasonable profit in addition to the 
though it was proposed by a Republican President, it met the manufacture. 
opposition of a majority of the Republicans in both the House Mr. CUMMINS. Yes, sir. l\fa.ny times in this Chamber dur­
and the Senate . . In this clash of opinion there must be a refer- ing the discussion of two years ago I considered the wording 
endum, and as the Republicans select their . delegates to ~e which the Sena.tor from North Oarolina has just repeated. It 
next Republican national com·ention they must and they will is entirely consistent with my view of protection, and I shall 
answer the question: Is the Republican Party in favor of pro- do what little I can, as I go on in my declining years, to make it 
tection for the manufacturer and free trade for the farmer? the doctrine not only of the Republican Party but of the whole 

Canada bas very wisely submitted the proposition to her people of the United States. My obserTation in the last few 
voters before action. We, however, ha:\'e acted first, and there days in the Senate has convinced me that the Senator from 
is no power on earth that can prevent the policy of the ar- North Carolina is rapidly coming to the Republican doctrine of 
rangement which we have adopted being submitted to the protection. 
Republican "\oters in the United States. Mr. OVERl\I.AN. Not at all. I deny it. The Senator from 

Is the Republican Party in farn~ of .~rotecti.on for t~~ n:::~- Iowa is in favor of a reasonable profit for the manufacturer. 
factmer and free tr.a.de for the farmer· Everybody k .w~ .Y I want to know how he is goinoo to arrive at that profit? When 
views generally with regard to the tariff. I do not believe 10 

1 
he gets the facts fi'om a Tartff Board and finds the dlfference 

the high and prohibiti\'e tariff for which some of J?Y Repu.b- between the cost of manufacture here and abroad what profit 
lican associates in this Chamber stand. I beli~ve m a tariff will he allow the manufacturer and how will he ~rrive at the 
measured by the announcement of our party m 1908, but I rofit? 
recognize and every one else must recognize that protection P M ·BORAH M P . ·a t 
must be a policy, and if it is applied to one commodity in the r. · r r. ~esi en - -
United States it must be applied to e\e.ry other one which de- Mr. CU:l'l.~.MI S. In Just a m~ment. . . 
mands it under the conditions of its existence. In other words, - . Mr. President, I ~~ve, ~s I ~aid a m?ment ago, exploit~ my 
if protection is to be applied to every competitive product that yiews upon that patticula.r subJect I t~mk a half ?- doze~ t1Il!es 
costs more to produce in the United States than it costs in m this Chamber, a~d while I .should ~ery ~uch like to gratify 
foreign countries, then, if that commodity happens to be a the Senator ~rom No~th C~rolma by repeatmg them, . I want to 
product of the farm, it is just as much entitled to the benefit hasten on WI~ the discussion of the amendment which I have 
of protection a.s are the products of the manufactories, and th.e prop?sed to this bill. . . . . 

00 Republican Party can not escape a. declaration upon the appll- 1\~r.? OVERMAN. Is the Senator m favor now of revism0 the 
cation of the policy. tari:tI · . 

Is the Republican Party in fa,or of protection for the manu- 1\~r. 9uuMINS. Inasmuch as I am domg my yery best to 
facturer and free trade for the fai·mer, or is it in favor of pro- rev:se it, I am sure t~e Senator from North Carolma ought to 
tection for all alike according to the difference in the cost of be m no doubt about it. 
production at home and abroad? l\Ir. OVERMAN. Does the Senator object to my having read 

.Mr. SlliTH of Michigan. Mr. President-- from the desk an extract from a speech which he made in an-
The PRESIDING OFFICER (Ur. BRANDEGEE in the chair). swer to Mr. JOSEPH G. CANNON, ex-Speaker of the House, on 

Does the Senator from Iowa yield to the Senator from Michi- this subject? 
gan? 1\Ir. CUillHNS. I have no objection. 

l\lr. CUMl\IINS. In just a moment This is the issue, and Mr. OVERMAN. I will send to the Clerk's desk and ask him 
it can not be avoided, and no true, loyal, honest TI.epublican will to read what the Senator said. Of course, the Senator has the 
try to a\oid it in the struggles of the next half year. right to change his opinion. 

I now yield to the Senator from 1\Iichigan. !\Ir. CUl\nIL~S. I have not changed my opinion, however. 
Mr. SMITH of l\Iichigan. Will the Senator from Iowa per- Mr. DIXO:N. l\lr. President, I do not think it is fair in the 

mit me to ask whether or not he had anything to do with formu- middle of the Senator's argument to ha"\e a newspaper article 
lating the last declaration of the Republican Party upon the read. I think I will object to it at this time. Wait until the 
question of protection as embodied in the Chicago platform? Senator has finished his argument. 

Mr. CUU ... HNS. No, Mr. President. I was not a member of Mr. OVEIL.\!AN. I ask permission. 
the committee on resolutions, and in thut sense had nothing The PRESIDING OFFICER. Objection is made. The Sen-
whate1er to do with it. I would be immodest if I were to ator from Montana [Mr. DrxoN] objects. 
insist that, indirectly, I had anything to do with that platform, ""fr. OU:Ml\HNS. I understand perfectly that the Senator 
and therefore } would rather leaye it without any further sug- from North Carolina wants to embarrass me. I understand 
gestion. his purpose and his motive, and I have no objection whatever 

~r. SMITH of Michigan. Mr. President-- to it. 
Mr. OVERMAN. May I ask the Senator--. Mr. OVERMAN. Oh, no. 
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Mr. CUMMINS. I understand he wants to save the cotton 
schedule, and he will do everything he can to save it, and if he 
can prolong the discussion and embarrass me--

1\Ir. OVERMAN. No. 
Mr. CU.Ul\IINS. That is a part, a fair part, of the game of 

war. 
.l\fr. OVERMAN. I think the Senator . misinterprets what I 

intend. The Senator, as I understand bis speeches made in 
public, made upon the floor of the Senate just at the close of 
the last session, was not in favor of revising the tariff until 
he should receive a report from the Tariff Board. 

Mr. CUMMINS. That shows how unfair it is for the Sen­
ator to come in here suddenly and, without having heard my 
discussion up to this time, suggest a thing of that sort. I 
have spent 15 or 20 minutes in my argument showing why those 
who favored the revision of the tariff upon a report of a Tariff 
Board ought not now to wait until we create a tariff board and 
receive the conclusion of its labor. 

Mr. OVERMAN. The Senator knows why I was absent. I 
am sorry I was not here to hear his remarks. I do not want 
to be unfair to the Senator, I assure him. 

.Mr. CUMMINS. I commend the Senator, however, to the 
CONGBESSION AI. RECORD to-morrow morning. 

Mr. OVERl\11...N. I know what the Senator has said on differ­
ent occasions, and I did not know whether he-

1\Ir. CUMMINS. I gave a very full account of what ·has hap­
pened since the declaration for revising the tariff by a Tariff 
Board was made, and the Senator from North Carolina has 
helped to destroy the possibility of so doing--

Mr. OVERMAN. Oh, Mr. President, how, and in what man­
ner? 

Mr. CUMMINS. By voting for the bill which puts all of the 
agricultural products of the United States upon the free list. 
without the intervention of any tariff board or tariff commission. 

Mr. OVERMAN. I understood from the message read by the 
Senator when governor to the legislature of his own State that 
he was in favor of reciprocity, and that he said that the 
farmers would not complain. 

Mr. CUMMINS. Does the Senator from North Carolina be­
lieve that is a fair comment? I have never suggested any such 
sham and pretense as is the bill passed by the Congress of the 
United States and labeled "reciprocity." There is no reciprocity 
in it. It does not comply with or comport with any conception 
that the people of this country of any party ever had of reci­
procity. I am sure that the Senator from North Carolina will 
not hold that because many of us were in favor of reciprocity, 
certain reciprocity, therefore we ought to have supported this 
particular arrangement. 

l\Ir. OVERMAN. I was only speaking of what the Senator 
said in reference to barley and wheat--

Mr. CUMMINS. Every word of which was true, and I have 
never said a word that is inconsistent with what I said in 1904. 
It was as true as Holy Writ, and it is the Senator from North 
Carolina who is now endeavoring to draw an unfair inference 
from an extract from a long address. 

Mr. OVER.MAN. I did not offer it. The Senator from· Mis­
sissippi offered it and read it into the RECORD. 

Mr. CU~fl\IINS. Precisely. I was very glad that the Sen­
ator from l\l~ssissippi did read it. But the Senator from North 
Carolina handed it to the Senator from Mississippi. 

Mr. OVERMAN. I did. 
.Mr. CUl\ll\HNS. Precisely. 
Mr. OVERMAN. And I spoke to the Senator from Iowa 

about it before I did hand it to the Senator from Mississippi. 
Mr. OUl\IMINS. I am very glad the Senator did it. 
.Mr. OVERUAN. He was informed about it. 
Mr. CU.Ml\IINS. I am glad that he did it. 
Mr. OVERMAN. Was that taking any unfair advantage, 

wheµ I spoke to the Senator about it; told him I had it, and 
he came and read it? Was that taking an unfair advantage? 

l\lr. CU:\fl\IINS. The Senator from North Carolina is not 
listening to what I am saying. There was no unfair advantage 
in it. The unfairness is in the inference which the Senator 
from North Carolina now attempts to draw from it. He is 
perfectly at liberty-- . 

l\Ir. OVERl\lAN. The language speaks for itself. I might 
draw my inference and some other Senator might draw a 
different inference. 

1\lr. CU.Ml\HNS. I have a perfect right to characterize it as 
an " unfair inference " as well. 

l\fr. LIPPITT. Mr. President-- , 
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Rhode Island? 
l\lr. CUl\fl\IINS. I do. 

Mr. ·LIPPITT. I desire to ask the Senator from Iowa, who 
seems to be laying a good deal of emphasis upon the passage of 
the reciprocity bill, if he would not still have advocated this 
reduction if that bill had not been under consideration? 

Mr. CUMMINS. I would not at this time. I had hoped-and 
I speak with the utmost candor upon it--I had hoped and I 
stated many times that when we closed the revision of 1909 we 
might organize a Tariff Board and that it might proceed with 
its work as rapidly as possible, with full power of investigation 
and inquiry, and that then we might take up its reports as they 
came in from time to time and revise such schedules of the tariff 
as came within the scope of its investigation. 

But contrary to that plan of the Republican Party and that 
policy of the Republican Party the revision of the .agricultural 
schedule was precipitated upon Congress, and it was revised so 
as to put the farmers of this country into free competition with 
their only rivals, or their chief rivals. Then it seemed to me, 
and it seems to me yet, that it became the high duty of Congress 
to reduce within the limits of safety the duties upon some of 
the things- that the farmer must buy without waiting the slow 
process of a Tariff Board yet to be created . 

Returning, however, to my subject, I assume that the great 
fight of the coming year will be over the platform. Of course 
it does not concern my Democratic friends, because they will 
not be engaged in that fight. The chief fight in our coming 
convention will not be over the nomination of a candidate for 
President, it will be over the platform, which will declare in 
clear and specific terms what the Republican doctrine is respect­
ing protection. 

I am not gifted with an imagination either varied or brilliant, 
but ~ can see in my mind's eye that mighty assemblage repre­
sentmg all the Republicans of the United States considering a 
proposed platform declaring for free trade in agricultural prod­
ucts which come from the only great field of industry in which 
there is still full and effective competition, and for protection 
in manufactured products which come from a field choked and 
smothered with combination and monopoly. How long do you 
think such a proposition will endure in a forum where thought 
is free and where votes expre s conviction? 

I c~n see also the learned Senator from .Massachusetts [Mr. 
LoDGE], the cultured and capable Senator from New York [l\ir. 
RoOT], the distinguished Senator from Pennsylvania [Mr. PEN­
ROSE), all ardent advocates of the Canadian act, as members of 
the committee on resolutions from their respective States, labor­
ing with their accustomed skill to write into the platform in 
words so plain that every voter will understand them the war 
cry of the ensuing campaign, "Free trade for the farmer; pro­
tection for the manufacturer. The farmer is strong and can 
stand alone; the manufacturer is weak, and his tottering steps 
need help. Free trade for Minne ota, Dakota, and Idaho, pro· 
tection for l\!assachusetts, New York, and Pennsylvania." 

With all their facility of expression they can not make such a 
proposition either harmonize with Republican principles or agree­
able to Republican vo.ters. The convention, I predict, will not 
announce a doctrine so absurd and so unjust; but if it should 
do so, the party it represents will be hopelessly defeated in the · 
following election. 

I could not refrain from saying so much respecting the gen­
eral aspects of a revision of the tariff. I now approach and 
will confine myself rigidJy to the duties which I have proposed 
for the metal schedule. · 

With the exception of the structural iron and steel para­
graph the duties upon the various items are fairly related to 
each other, and my proposal is to rewrite the paragraph I have 
named and reduce the duties upon some of the paragraphs---­
those relating to tonnage iron and steel, ·40 per cent; and, upon 
the remainder, those which relate to the finer and more intricate 
forms of manufacture and to other metals, 30 per cent. 

I will not occupy your time in going over all the items of 
this schedule. I want to remind Senators who are here, how­
ever, of the duties upon some of the particular items of the 
schedule so far n.s tonnage iron and steel are concerned. 

The duty on pig iron is $2.50 a ton; upon bar iron it is $G 
a ton ; upon steel rods and iron rods, $12 per ton ; upon struc­
tural iron not assembled, not fitted, not ready for use, from $6 
to $8 a ton ; and upon other forms, $15 to $18 per ton ; upon 
boiler plate and other plate, $6 a ton and upward; upon hoop, 
band, and scroll iron, $6 and upward; upon steel rails, $3.50 
a ton. You will understand that I am using here 2,000 pounds 
for a ton. That is true in the tariff act, although not true 
always in commerce. 

The duty on iron and steel sheets is $10 a ton and upward; 
on steel ingots and the like, $3.50 and upward; wire fence rods, 
$6 and upward; dt·a wn wire, $25 per ton and upward; cut nails, 
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$S per ton; wrought nail~, $30 per ton; wire nails, $8 and $15 
pe1• ton, depending upon their ~ize; barbed wire, $15 per ton. 

I have proposed to reduce these duties 40 per cent, and I in­
tend to prove, not experimentally, not abstrac~ly, but I intend 
to prove certainly and mathematically, thn.t the reduction which 
I have proposed is well within the limits of the protective prin­
ciple; and if I do not prove tllis, then I shall not ask any Sena­
tor here to vote for these amendments simply because they 
constitute reductions in the tariff. 

Fortunately, with respect to ..,this subject, I am in a position 
to prove what I say, to prove it by evidence that would be con­
clusive in any court of justite, to prove it by evidence that is 
admissible in the trial of a case, to prove it by evidence far 
superior to the conclusions of any Tariff Board or any other 
investigating tribunal. 

I will assume as a basis-rand you will all agree with me the 
moment you go over the subject at all that I am assuming a 
basis-strongly against myself and the conclusions that I de­
'Sire to reach and will reach. I assume that the average duty 
on what is ordinarily known as tonnage iron and steel is $11 
per ton. It is as nearly that as I can diseover. I agrc3 that 
it is not easy to reduce the subject to an average, but I am so 
far within the limit that I might fairly reach, that I propound 
with a great deal of confidence my basis that the aye:rage duty 
on tonnage iron and steel is about $1i per ton. 

l\fy amendment reduces that $4.40, leaving an average duty of 
$6.60 per ton. You can at once see how that will affect the 
various and principal items. It will reduce pig ii·on just $1 per 
ton. It will reduce bar iron $2.40 per ton. 

1\fr. BRISTOW. If the Senator has it convenient, will he 
state the present rate and what the reduced rate would be? 

Mr. CUMMINS. I run just giVing it now. 
l\Ir. BRISTOW. I thought the Senator stated the reduction 

and not the amount. I understood the Senator to state that it 
wou1d reduce the duty on pig iron $1 a ton. From what figure 
and to what figure? 

Mr. CUMMINS. From $2.50 to $1.50. 
Mr. BRISTOW. That is what I desired to know. 
Mr. CUl\Il\IINS. Bar iron would bP. reduced from $6 a. ton 

to $3.60 per ton; rods, from $12 a ton to $7.20 per ton; beams, 
from $6 and $8 and $15, us is the case with assembled Rtruc­
tural iron and steel, accordingly. I will ask leave to print, 
without reading, the table I have in my hand, which shows the 
duties upon these articles and the results of a reduction of 40 
per cent. 

The PRESIDING OFFICER. Without objection, permission 
is grunted. 

The table referred to is as follows : 
Tonnage steel. 

}i~: ~~~ ~~o~====================================~=~~~~:: $~:88 120. Rods ---- -------------------------------------do____ 12. 00 
121. Reams, etc., not fitted or assembled ______________ do____ 1 6. 00 
122. Boiler plate and other plate ____________________ do____ 2 6. 00 
124. Hoop, band, n.nd scroll _________________________ do____ 2 6. 00 
126. Steel rails ------------------ ------------------do____ 3. 50 127. Sheets ________________________________________ do ____ 2 10. 00 
131. Ingots, etc ____________________________________ do ____ 23, 50 
134. Fence wire, rods, and nail rods __________________ do_ ___ 2 6. 00 
135. Wire. _____________________ ..: ___________________ do____ 2 25. 00 
135. Barbed wire ----------------------------------do____ 15. 00 159. Cut nails _____________________________________ do____ 8.00 
160. Wrought nails --------------------------------do____ 30. 00 
161. Wire nails----------------------------- -------dO---- 11 8. 00 

Mr. BACON. Mr. President, I should like, with the permis­
sion of the Senator, to make an inquiry of him. 

The PRESIDING OFFICER. Does the Senator from Iowa 
yield to the Senator from Georgia? 

l\Ir. CUMMINS. Gladly. 
Mr. BACON. Do I understand that the Senator makes a 

reduction on all the "Various grades and articles of iron in equal 
proportion? 

l\Ir. CUMMINS~ On all tonnage iron-what is ordinarily 
known as· tonnage iron and steel. 

l\Ir. BACON. The object of my inquiry is this: The Senator 
will remember that in 1909, when we nad the tariff bill under 
dis.cussion, there was a -very marked increase made in assembled 
structural iron, and the Senator will recall the debate which 
accompanied that action. He took part in it himself. 

Mr. CUMMINS. I offered the amendment. 
Mr. BACON. The Senator did not offer the amendment 

which was accepted. 
Mr. CUMMINS. No. 
Mr. BACON. I run speaking about what was done. 
Mr. CUMMINS. Oh, yes; I remember it well. _ 
Mr. BACON. The Senator will remember the fact that the 

then Senator from Rhode Island gave as .an illustration of the 
1 And $8. !I And upward. a .A.nd $15. 

importance of the excessive raise in that particular class o:f! 
iron, structural iron, that a certain building had been erected 
in New York where the iron had been cut the necessary lengths 
:rnd assembled and the building erected entirely out of imported 
material. Am I correct in that? 

l\fr. CUMMINS. The Senator is correct. 
Ur. BACON. The question I wanted to ask the Senator is 

on this line. The Senator will doubtless recall that the duty 
upon assembled structural iron, if I may so term it-that is, 
iron cut to•certain lengths with a view to being used in a cer­
tain structure-was very largely increased over structural iron 
not thus ·cut and assembled, and the avowed purpose of it was 
to prevent iron of that kind from being brought into the 
country. In other words, a prohibitive duty was not only un­
disgui~edly, but a\owedly, put upon that class of iron. 

I want to ask the Senator if, in view of that fact, he t)links 
that a ratable reduction upon that class of iron is sufficient, 
and if there should not be ratably a very much greater reduc­
tion in the tariff duty on that class of iron than in the tariff' 
duty upon other structural iron not thus cut to lengths and 
assembled? . 

Mr. CU:Ul\1INS. I am very glad the Senator from Georgia 
has su 0 ·gested that, because it enables me to make an explana­
tion that I think is due to the Senate. 

The re,ision of 1909 not only did not reduce the duty upon 
such structural iron and steel as has been described by the 
Senator from Georgia, but it immensely increased the duty. It 
increased the duty so that it b~ame from $1~ to $18 and $20 
per ton, depending upon the price or value of such iron and 
steel abroad. In other words, instead of leaving it with the 
duties prescribed in the Dingley law, that kind of structural iron 
and stee1 was taken out of the paragraph and put into the 
basket clause, upon which there was a duty of ~ per cent ad 
valorem. 

Now, I have rewritten that paragraph of the iron and steel 
schedule. As I said in the beginning, I believe the paragraphs 
of the metal schedule are fairly well related to each other 
e.xcept the structural iron and steel paragraph, and I have re­
pealed that by my amendment entirely, and rewritten it so 
tl:at all structural iron and steel bears a duty of one-quarter of 
a. cent per pound; that is, $5 per ton. 

.Mr. BACON. In other words, the Senator has eliminated the 
different rates of tariff duty upon the different classes of 
structural iron. 

Mr. CUMMINS. I have, and then reduced the duty below 
that of 1909. 

If it be further assumed, l\Ir. President-and I do not assert 
this with positireness, it is a matter of argument and observa-. 
tion-if it be assumed that the price will be reduced by that 
amount, that is, by the reduction in duty, what will occur'l 

Now, I understand pe_rfectly that it may be that foreign 
competition will even under those reductions not compel Ameri­
can manufacturers to reduce their prices to the point of this 
reduction, but I intend to carry on my argument upon the hy­
pothesis that when these duties are reduced $4.40 per ton the 
result of the reduction will be that the manufacturers of iron 
and steel will be compelled to reduce their prices $4.40 per ton; 
and if I can defend these reductions upon that hypothesis it 
seems to me I have made a complete and perfect case. 

If the prices of tonnage iron and steel should be reduced 
$4.40 per ton, it wou1d save the consumers of the United States 
substantially $100,000,000 annually upon tonnage iron and 
steel. The manufacturers of tonnage iron and steel create and 
put upon the market each year something like 23,000,000 tons 
of this product; and if we were to decrease the average price 
$4.40, our consumers, our buyers, would receive a benefit of 
$100,000,000 per year. But they ought not to be compelled to 
sell at $4.40 per ton cheaper than they now sell unless they 
can pay the wages which are now prevalent in the United States 
and still make a fair profit upon the capital which they have 
invested in the business, and it is to that inquiry that I now 
turn the attention of the Senate. 

The first question is whether the domestic manufacturers will -
still be well protected if they are compelled to reduce prices as 
suggested in order to prevent further importations; that is, to 
shut out foreign competitors. I am about to prove, if I am 
successful in my effort, that the American manufacturers can 
reduce their prices on an average $4.40 per ton and make large 
profits upon their capital, pay the American scale of wages to 
their employees, and prevent the importation of a single pound 
of these commodities. 

This question can be answered with much certainty; for the 
reason that the greatest corporation in the world is engaged 
in this business and publishes every year what I shall assume 
is an accurate account of its operations. If there be any in-
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nccuracies in its reports, they are not mistakes against its 
own interest. I intend to accept the report of the United States 
Steel Corporation for the year 1910 in order to answer my 
question whether that company can endure or suffer a reduc­
tion on the average of $4:.40 upon the price of its products and 
still be prosperous, still pay capital a full reward, and still 
award to labor its full measure of compensation. 

I have before me the report of the United States Steel Cor­
poration for the year ending December 31, 1910. I intend to 
pause at this point long enough to explode a firm and prevail­
ing notion that mere publicity is a cure for the evils of indus­
trial combination. We have become so accustomed to great 
things in this country that nothing seems to challenge our 
attention. 

Here is a report put out every year by this ·corporation and, 
I think, truly compiled, which shows in and of itself the wrongs 
of a combination of capital such as this is. This report is 
but a repetition of the report that has been put before the 
American people for now 10 years, so that every inquiring mind 
can know and does know precisely what the operations of this 
great company are and just what the results of its operations 
are. Yet we have not taken a single step toward the correc­
tion of the mistakes which we have made in former times 
with regard to such combinations. llut I pass that. I could 
not refrain from impressing upon the Senate that it is not true 
that publicity is enough to remedy the evils which the Ameri­
can people believe reside in corporations of the magnitude of 
this one. 

If any Senator is familiar with the subject and believes that 
I do not state precisely what this report shows, I hope he will 
rise now and correct me. In 1910 the United States Steel Cor­
poration manufactured and sold 10,720,751 tons of manufac­
tured products. 

Now mark you, I am not including in that the transactions 
between the subsidiary companies. I am not including o.re that 
is mined by one company and sold to another, coke that is man­
ufactured by one company and sold to another, or pig iron which 
is made by one company and sold to another, all belonging to 
the same system or the same corporation. I am including in 
this statement just the finished product sold by all the com­
panies subsidiary to the United States Steel Corporation and 
the United States Steel Corporation itself; and this is the way 
in which the corporation states it in its own report. 
. Now, follow me. If it had sold the 10,000,000 tons and more 
at an average of $4.40 per ton less than it did sell for, it would 
have received $47,202,104 less than it did receive. 

We pass then to the next question. What would have been 
the fate of the United States Steel Corporation if in 1910 it had 
recei\ed $47,000,000, in round numbers, less than it did receive 
for the product which it manufactured and sold? 

I enter that inquiry. I am now speaking of its net earnings. 
'.After having deducted all the cost of operation, all the cost of 
maintenance, and all the cost of sustaining its various benevo­
lent organizations looking toward the pensioning of its em­
ployees, after deducting every penny which the company paid 
out, including the payment of interest upon the bonds of its 
subsidiary companies, its net earnings for the year 1910 were 
$141,054,754.51, as will be shown by the report itself on page 5. 

Now, in order to secure its real net earnings I add the 
amount which was deducted for interest upon the part of its 
capital, for I want to arrive finally at an amount which will 
show its net earnings without having made any allowance what­
soever for profit upon capital. Computing the interest upon 
the subsidiary bonds at 5 per cent-and the rate of interest is 
not stated in this report, and therefore it is an estimate-it 
paid during the year for interest $7,201,818.33, making a total 
of net earnings, without any allowance for capital, of $148,-
256,572.84. -

Two years ago when I was presenting the history of the 
United States Steel Corporation my distinguished friend from 
New Jersey insisted that I did not make a proper allowance for 
depreciation. I do not want to enter into an argument as to 
what is a proper allowance for depreciation. I am going to 
take this year the exact sum which the company itself says 
ought to be deducted for depreciation and extraordinary re­
placement. It says in its report that there must be deducted 
the sum of $22,140,555.53 for depreciation and for extraordi­
nary replacement. 

I do not find it necessary to differ from the corporation in 
that respect. I do not believe that any such sum should be 
allowed, because I know, and every other man who knows any­
thing about the affairs of the corporation knows, and any man 
who examines this report will be advised, that a large part of 
the $22,000,000 for depreciation and replacements is allowed for 

the installation of new property, for such replacements as con­
stitute really an addition to the capital of the corporation, and 
ought not to be deducted as current or annual expenses. But I 
allow the full amount claimed by the 'company of $22,000,000 
and more. The result is that the net earnings which this com­
pany had at the close of the year, and for which it had no 
other use except to pay the reward which is just upon the capi­
tal invested, were $126,116,017.31. 

I now deduct the $47,000,000 and more which I have SU!,?:­
gested would be the lessened revenue of the company if it had 
sold its product at an average of $-1.40 per t.on le. s than the 
price for which it did sell its product. The re ult i that if 
this company had so sold its product last year it would, after 
paying all the expenses of operation, of maintenanc , and e\ery 
other expense incident to its existence, and after having pnt 
aside $22,000,000 for depreciation and for replacement, it would 
have had in its treasury $78,913,n13.31. This, Sena tors, is G 
per cent on $1,315,231,888. In other words, if the fair capitali­
zation of the United States Steel .Corporation had been $1.315,-
231,888, it could have paid 6 per cent upon it, emu tp.ough it 
had sold its product for $4.40 per ton on the a -reruge le8s than 
it did sell it for. 

We now know, however, that it has no leO'al or moral right, 
so far us the Government of the United States is concerned, to 
a i:eward upon $1,300,000,000; we now know that wliat I as­
serted two years ago, viz, that the yalue of the property, at the 
highe t possible estimate, which passed into the United States 
Steel Corporation in 1901 was less than $700,000,000. It or­
ganized in 1901 with a capital-I mean of boncls and stocks­
aggregating $1,400,000,000. The inquiry recently made-and 
the re ults are published in the report of the Bureau of Corpo­
rations-shows that the real value of the property was $700,-
000.000. 

l\Ir. OVERMAN. May I a k the Senator a question? 
Tbe PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from North Carolina? 
Mr. CUl\Il\IINS. Certainlv. 
Mr. OVERMAN. Does the Senator include in that statement 

the Tennessee Coal & Iron Co. property, which it acquired for 
$31.000.000? 

l\Ir. CUl\lMINS. No; the 700,000,000 doe not include the 
compensation or price of the Tenne , ee Coal & Iron Co., be­
cause, as the Senator from North Carolina will remember, that 
company was not absorbed by the Steel Corporation for several 
years after its incorporation. 

l\Ir. OVERMAN. What I mean is, does the Senator, in his 
estimate estimate the $700,000,000 to include the property of 
the Tennessee Coal & Iron Co., which the Steel Corporation 
acquired? 

l\lr. CUl\Il\IINS. No; not at all. The $100,000.000 includes 
only the properties which were combined in 1901, and which 
became, either directly or indirectly, the property of the United 
States Steel Corporation. Its property has now increased. 

l\Ir. LIPPITT. I should merely like to ask whether the state­
ment includes in the earnings those derived from the Tennessee 
Coal & Iron Co.? 

l\Ir. OUM.MINS. The Senators seem to me to be at cross 
purposes. I was speaking about the condition in 1901, when 
the Tennessee Coal & Iron Oo. was not included within the 
property of the United States Steel Corporation. When I speal\: 
of its earnings in 1910. gathered from the report to which I 
refer, those earnings do include the earnings of the entire 
property, of course, with the Tennes ee Coal & Iron Co. in­
cluded as a part of them. 

l\Ir. LIPPITT. Then, of course, in addition to the capital on 
which interest or dividends would be allowed, the Senntor 
should also add the cost of the purchase of the Tennessee Coal 
& Iron Co.? 

l\Ir. CUUMINS. No; I would not. 
l\Ir. LIPPITT. Well, Mr. President--
Mr. CUl\fl\fINS. I will immediately answer why, if the Sen­

ator from Rhode Island will permit me. 
Mr. OVERMAN. The United States Steel Corporation only 

paid $31,000,000 for the Tennes ee Coal & Iron Co., as I 
understand. 

Mr. CUl\f~IINS. Mr. President, I wi11 answer both Senators 
if they will allow me. '.rhis company was organized, as I 
stated, in 1901. Its property was then worth $700,000,000-
not more. It began immediately to earn enormous profits, and 
the profits which it has earned and received and which it has 
not paid out in interest on bonds and dividends on stocks 
amount to something like $500,000,000. The company has added 
very largely to its property since 1901. I am not saying that 
the property of the United States Steel Corporation is not now 
worth more than $700,000,000. On the contrary, I believe it 

... 
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is worth more than a billion dollars ; but it has been paid for 
out of the excessive profits which the company has derived in 
these intervening years. by selling its product at more than a 
fair price. It had n. perfect legal right to do that if it was 
validly organized. I am not complaining of that, but I say 
that we, the people of the United States, the Congress of the 
United States, are unde:t;' no obligation to protect interest or 
profits upon that capital, which has been accumulated by and 
through excessive profits demanded and received by the company 
from the American people. If this capital had come into the 
company independently, and if these operations had been car­
ried on so that upon the independent capital there had only 
been a fair profit earned, the argument I am now making would 
not apply. 

The United States Steel Corporation will pay for the Ten­
nessee Coal & Iron Co., and more than pay for it, out of the 
profits of a half year. It has built a great city near Chicago, 
where it has invested sixty or seventy-I think I am under­
stating it-million dollars, and during the whole time it has 
not received from extrinsic sources during the 9 years or 10 
years of its existence more than $53,000,000. 

Mr. LIPPITT. l\Ir. President, I am not in any way trying 
to criticize the Senator's figures; I am very much interested 
in them; but I am anxious that he shall state the problem com­
pletely. I have no doubt he is going to do it before he finishes, 
but in order to state the problem completely, it seems to me 
that he must show what dividends have been paid out, on what 
amount they have been paid out, and whether the amount is 
equivalent to a fair dividend payment on the whole $700,000,000 
that he is discussing. If, instead of paying out the entire 
amount, they choose to keep in the form of reserve a certain 
amount of their earnings, and then pay those earnings out for 
additional property, it is, of course, not quite fair to take earn­
ings on that money that has been so invested and apply it only to 
the $700,000,000 of the original valuation. I think the Senator 
sees that. 

Mr. OVERMAN. Mr. President, I want to say that my under­
standing is that the United States Steel Corporation took ad­
vantage of the panic of 1907 and forced the sale of the Tennes­
see Coal & Iron Co., acquiring thereby over $200,000,000 worth 
of property for $31,000,000. 
- l\!r. CUMMINS. Mr. President, I do not intend in this dis­
cussion to go into the merits of the acquisition of the Tennessee 
Coal & Iron Co., because it would unduly prolong my discussion 
upon the other question. I can not, however, agree with the 
Senator from Rhode Island [Mr. LIPPITT], I hope he will not 
think I am unfair and I hope that he will catch my point of 
view. We are not trying to fix the profits which may be earned 
by the United States Steel Corporation or by any other corpora­
tion. I assume that the policy we have adopted up to this time 
will permit any individual or any corporation to earn all that 
he or it can upon the capital employed; but when we adopt a 
policy of protection, which is intended simply to eql,lalize the 
conditions which exist here as compared with the conditions 
which exist abroad, then in so equalizing conditions it would 
be flagrantly wrong to levi a duty or a system of duties that 
would enable a manufacturer to earn more than a fair profit 
upon the actual value of the property which he employs in the 
business. When we are trying to ascertain the extent of the 
duties which we can in justice levy upon a particular business 
or a particular product, we ought not to take into account the 
capital that has been created by contributions for excessive 
profits. So far as the United States Steel Corporation is con­
cerned, in determining what the duty ought to be, we must be­
gin with 1901, and we find that that company has employed in 
its business property of the value of $700,000,000. 

It has taken in no independent capital since that time, with 
the exception of about $50,000,000, and that has been vastly 
more than repaid by the sinking fund of the corporation. There­
fore, when we find a duty on iron and steel that will enable this 
company to earn a fair and reasonable reward upon $700,000,000. 
we have found a duty that complies with and fulfills the stand­
ard of the Republican platform of 1908; and if the company is 
able to sell for vastly more than enough to pay a reasonable 
reward upon its capital, and, so selling, invests the proceeds in 
the enlargement of its properties, well and good; but it can not 
ask the Government to maintain duties that will enable this 
additional capital, wrested from a defenseless people, to pay 
dividends. It seems to me that such a policy ought not to be 
maintained by anybody. 

I am not asking here that the Government shall say that the 
United States Steel Corporation shall not earn interest on more 
than $700,000,000. We may come to that some time in the ad­
ministration of our affairs; we may come at some time to an 
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inquiry into what ought to be done with these corporations, so 
large that competition no longer influences their affairs; but we 
have not yet reached it; and I am not attempting to reach it 
in the adjustment of tariff duties. I am only saying that, in 
levying tariff duties, I do not intend to stand for duties that 
wm protect the United States Steel Corporation in a capitaliza­
tion of more than $700,000,000. When we have done that, we 
have answered the full demands of the Republican platform, 
and we have exemplified the full policy of the Republican Party. 

Mr. LIPPITT and Mr. OLIVER addressed the Chair. 
The PRESIDENT pro tempore. Does the Senator from Iowa 

yield, and to whom? 
Mr. CUMMINS. I first yield to the Senator from Rhode 

Island, and then I will yield to the Senator from Pennsylvania. 
Mr. LIPPITT. I do not want to unduly interrupt the Sen­

ator. I understand that the product of the United States Steel 
Corporation is, by and large, perhaps 50 per cent of the total 
steel product of the country. 

l\Ir. CUMMINS. Not quite 50 per cent. 
Mr. LIPPITT. Something under 50 per cent; and that the 

remainder of the business is done by smaller corporations, some 
of them quite small. I should like to ask the Senator if he 
does not believe that the United States Steel Corporation can 
make its part of the total product at a less cost than the smaller 
manufacturers; and if the result of forcing the United States 
Steel Corporation to lower prices would not be to put the 
smaller manufacturers, to a considerable extent, entirely out o~ 
business? 

Mr. CUMMINS. I do believe that the United States Steel 
Corporation can make its product for slightly less cost than 
any other company engaged in that business. I do not believe, 
however, that the reduction of the duties which I have pro­
posed would put any company engaged in that business out of 
it, or would interfere with fair and lawful profits upon the 
part of any other company engaged in the business, as I shall 
show the Senator from Rhode Island before I have finished. 

Mr. SMOOT. .Mr. President--
Mr. CUMMINS. I yield now to the Senator from Pennsyl­

yania, if the Senator from Utah will permit. 
Mr. OLIVER. The inquiry I was about to make was in the 

same line as that made by the Senator from Rhode Island [Mr. 
LIPPITT]. . 

Mr. CUMMINS. I will answer that in a moment. 
Mr. S.~IOOT. Mr. President, I should like to ask the Senator 

if it is not a fact that under the present tariff rate structural 
steel made in foreign countries has taken the entire market 
of the Pacific coast? Is it not also a fact that under the present 
rate of duty there are certain limited areas on the Atlantic 
coast using foreign steel; and if $4.40 is taken from the present 
rate, will not the foreign product preempt a greater scope of 
country and utterly prevent any domestic structural steel being 
used on the Pacific coast, so that the market for American 
structural steel will be confined to the interior points? 

Mr. CUMMINS. l\Ir. President, the Senator from Utah has 
combined a great many questions in a single sentence. He first 
a~sumes, which is not, of course, accurate, that the duty on 
structural iron and steel is reduced by my amendment $4.40 per 
ton. The present duty on structural iron and steel. not assem­
bled, is $6 a ton upon certain classes and $8 upon certain other 
classes. Assembled structural iron and steel bears a duty of 
:from $14 to $18 a ton, according to its value as imported. I 
believe that there will be some structural iron and steel im­
ported into this country from abroad under the paragraph as I 
have rewritten it, not, however, upon the Atlantic seaboard but 
those importations will be confined to a very narrow ret;io~ on 
the Pacific seaboard. · 

It is utterly impossible, Mr. President, for us to prescribe a 
duty on iron and steel that under all circumstances will protect 
the Pacific coast if the Pacific coast desires to buy only the 
American product. The Senator knows that the mere matter 
of transportation from Pittsburgh or Johnstown or Birmingham 
to San Francisco renders the price of the domestic commodity 
there almost prohibitive; and there will at times be imported 
some of the heavier forms of iron and steel to the Pacific coast. 
I do not think that the Senator from Utah would venture to say 
to the people of this country that he wants a duty upon all iron 
and steel that will enable the American manufacturer to trans­
port it for more than 3,000 miles by rail with all the attending 
expense of such transportation. 

I suppose that during the last year there hns been no as­
sembled structural iron and steel sent even into San Francisco ; 
in fact I ha ·rn been informed there hus not been. There has 
been some of the cruder forms of structural iron sent to San 
Franeisco, but with the duty of $15 or $18 a ton upon it, you 
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hay prevented the people of that portion of the country from 
buying this commodity at a fair price, and you have, as I am 
advised absolutely excluded it from the shores of the United 
States anywhere. I do not think that we can pay that price. 
for the policy of. protection; and I hope that the Senator from 
Utah will not 8tand for that application of the doctrine. but 
if he does stand for it it will be condemned by an intelligent 
people, for there are distances and there are conditions which 
can not be coYered by the doctrine of protection. 

l\1r. SMOOT. .Mr. President--
The PRESIDE!\1T pro tempore. Does the Senator from Iowa 

yield to the Senn tor from Utah? 
Mr. CUl\11\-IINS. I do. 
Mr. SMOOT. If structurn.l steel had to be shipped over the 

country by rail, and the rail rate was an exceedingly high one, 
then the argument of the Senator from Iowa would be all right 
and favorable to the proposition of a reduced duty; but remem­
ber that most of our iron manufacturers are located upon the 
Atlantic coast or a short distance inland, and structural steel 
can be shipped by water, as all foreign structural steel is 
shipped. 

If the water rates are the same from New York or the 
Atlantic coast to San Francisco as they are from Germany to 
San Francisco-and they should be no more-then it seems to 
me that it is a question of competition and of the price at 
which rails can be made in a foreign country as compared with 
the price of rails made in this country. That is where the 
protective tariff comes in, and not to hold up railroad rates, as 
the Senator has intimated. 

Mr. CUMMINS. Mr. President, if Pittsburgh, Birmingham, 
and Chicago can reach San Francisco upon anything like the 
rate that prevails between Germany, Belgium, France, or Eng­
land and San Francisco, then the rate that I ha >e provided in 
the amendment proposed is abundant to protect our manufac­
turers; and I can prove that in a single minute. We have at­
tached a duty of $3.50 a ton upon steel rails. Does the Senator 
from Utah remember how many tons of steel rails have been 
imported into the United States in the last year? 

:\Ir. SMOOT. Mr. President, I have not had occasion to look 
the matter up, but I doubt very much whether there wns a very 
large amount. However, the cost of making steel rails is an 
entirely different matter from structural iron, and we were dis­
cus ing the question of structural iron. 

l\Ir. CUMMINS. I simply wanted to get the Senator's answer 
to the question that I suggested with regard to the extent of the 
importations. The fact is that the importations of steel rails 
into the United States since our duty was placed at $3.50 a ton 
ha>e been negfr,.ible. Steel rails are sold at $28 per ton in this 
country. That, of course, is on board cars at the point of ship­
ment, which is usually near the eastern seaboard of the United 
States. Nonassembled structural steel is worth, we wlll say, 
$35 to $45 a ton, as against $28 a ton for steel rails; so that, at 
the very most, it can not be said that it costs more than $7 a 
ton to manufacture that quality of structural iron and steel in 
excess of the cost of manufacturing steel rails. The present 
duty upon that kind of imports is from $6 to $8 per ton, and 
that not only will cover the increased difi'erence between the 
cost of production, but it will almost cover the entire difference 
between the cost of producing a steel rail and a structural beam ; 
but that duty is altogether too high, Mr. President, and by this 
proposed amendment I reduce it to $5 per ton, and we will have 
a duty of $5 per ton on structural steel as a whole and a duty 
of $2.50 per ton upon steel rails as a whole. I look upon that 
as about the proper relatiqn between steel rails and structural 
iron and steel ; and if $2.50 per ton is fair protection for steel 
rails,· then $5 a ton is fair protection for structural iron and 
steel. 

l\Ir. OLIVER. l\Ir. President--
The PRESIDE:NT pro tempore. Does the Senator from Iowa 

yield to the Senator from Pennsylvania? 
Mr. CUMMINS. I yield to the Senator from Pennsylvania. 
Mr. OLIVER. While we are on the subject of the shipment 

of structural iron and steel to the Pacific coast, I ask the Sen­
ator from Iowa if be is aware of the fact that the entire 
Pacific coast market for pig iron is now held by China? The 
Chinese, under the pre ent tariff, are shipping practically all of 
the pig iron used upon the Pacific coast in opposition to our 
manufacturers-not in competition with, but in opposition to 
them-and yet the Senator proposes still further to reduce the 
duty on pig iron. 

Mr. CUM~UNS. I think that the Senator from Pennsyl­
vania states the case with reasonable accuracy. I am _in favor 
of free pig iron. I think it is a travesty upon political economy 
to suggest the transfer of pig iron from the Atlantic seaboard 
to the Pacific coast. I do not believe that one who examines 

the subject with riny care at all will ever propose a duty that 
will protect pig iron ; that is, to cover the difference between 
the cost of producing it here and abroad, and then add the cost 
of transporting it from New York to San Francisco. 

We will be compelled to take in these remote quarters of the 
country such products as pig iron from those sources that can 
send them to the country with a reasonable expense of trans­
portation. 

A commodity so tremendously he:ivy, a commodity that 
so nearly approaches a raw material, can not economically be 
sent from one border of thi country to the other. If we had 
transportation from the points of production to San Francisco 
that were fairly related to the co t of transportation from other 
sources or points of production to San Francisco, I would be 
-rery glad to cover by a duty the difference between the cost of 
producing them anywhere and the cost of producing them here, 
but I am not willing-and it might just as well be understood 
now if it is any satisfaction to the Senators in the Chamber-to 
use the doctrine of protection for the purpo~e of equalizing in 
such extreme cases the difference in the cost of transportation 
from one part of the country to the other. 

Mr_ DIXON. Mr. President--
The PRESIDENT pro tempore. Does the Senator from Iowa 

yield to the Senator from Montana? 
Mr. CUMMINS. I yield to the Senator from Montana. 
l\Ir. DIXO J. I desire to elucidate by way of a question at 

this time the remark of the Senator from Penn ylvania regard­
ing the statement of the Senator from Iowa of being in favor, 
under the peculiar circumstnnces, of no duty on pig iron. 

I want to ask the Senator from PennsylYania if that is high 
treason to the Republican doctrine of protection, what would 
he denominate the color of 21 other Reput.mcan Senators who 
within the.past two weeks voted in this Chamber for free trade 
on everything the farmers of this country produce. Why is it 
high treason for the Senator from Iowa to be in favor of one 
item being put on the free list when 20 Hepublican Senators 
from the great mannfacturing States of the East go on record 
by their votes foe free trade not in one ru·ticle but in every­
thing that the American farmer produces. I should like the 
Senator from Iowa to yield while the Senator from Pennsylvania 
answers thn t question. I want to get my protection straight. 

l\Ir. CUMMINS. I am perfectly willing to yield to the Sena­
tor from Pennsylvania for an answer to the Senator from Mon­
tana. 

l\Ir. OLIVER. Mr. President--
The PH.E8IDENT pro tempore. Does the Senator from Iowa 

yield to the Senator from Pennsylvania? 
Mr. CU~IMINS. I do. 
M.1·. OLIVER. Now, if the Senator from Iown will allow me, 

I will answer the question of the Senator from Montana by 
saying that I leave it to others, for fear of giving additional 
otiense, to characterize the votes of some of my a sociates upon 
the measure to which h9 refers, but will simply ask him to re­
member that I at least was con istent in my vote upon that 
measure, and I do not regret that Yotc. 

Mr. DIXON. I do not want to interrupt the speech of the 
Senator from Iowa. 

The PRESIDENT pro tempore. Does the Senator from 
Iowa yield to the Senator from Montana? 

Mr. CUMMINS. I will yield to the Senator from Montana 
for a moment. 

Mr. DL"'l{ON". I ccmtinually resent the statements in the debates 
in the Renate and the headlines in the newspapers about Repub­
lican Senators being insurgents because they see fit to stand up 
for the principle of protection as applied to the farmers of this 
country when 20 or 10 Republican Senators by their rntes anni­
hilated the principle of protection to one-third of the people of 
this country who make their living on the farm. I did not 
quite appreciate the remark of my friend the Senator from 
Pennsylvania, in referring to the statement of the Senator from 
Iowa, whi1e 20 other Republican Senators are praised in the 
papers as being regular Republicans. 

I resent it, -and I want to reiterate that until the Republican 
Party comes back to its old-time doctrine, protection for all or 
protection for none, we are never going to write another pro­
tective tariff bill in this Chamber that will stand the test of the 
approbation of the American people. 

Mr. CUMMINS. Mr. President, I reiterate­
Mr. OLIVER. Will the Senn.tor allow me? 
The PRESIDENT pro tempore. Does the Senator from Iowa 

yield to the Senator from Pennsylrnnin? 
Mr. CUMMINS. I yield to the Senator from Pennsylvania. 
Mr. OLIVER. I want to call the Senator's attention to a 

statement he made some time ago and give him an opportunity 
to correct it, because I think it is very incorrect. He stated, 
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as I understood, that the product of structural steel in this 
country amounted to something like 23,000,000 tons. 

Mr. CUMMINS. No; I made no such statement. 
Mr. OLIVER. That is what I understood the Senator to 

state. 
Mr. CUMMINS. No; I stated that the aggregate product of 

tonnage iron and steel is substantially 23,000,000 tons. 
Mr. OLIVER. I understood the Senator applied that to 

structural iron and steel. 
Mr. CUM.MINS. Oh, no; to the entire output of those-­
Mr. OLIVER. The Senator was talking about structural 

steel at the time. I knew that to be largely in excess of the 
amount. ' 

Mr. CUMMINS. The aggregate output of what is ordinarily 
known as tonnage iron and steel, and by that I mean such iron 
and steel as are manufactured and sold by enterprises like the 
United States Steel Corporation, is somewhere between 
22,000,000 and 23,000,000 tons. 

Mr. President, when interrupted a long time ago I was about 
to pursue my analysis of what the United States Steel Corpora­
tion did or could do with its net earnings. 

Mr. HEYBURN. Mr. President--
The PRESIDENT pro tempore. Does the Senator from Iowa 

yield to the Senator from Idaho? 
Mr. CU~fMINS. I do. 
Mr. HEYBURN. Before the Senator leaves the subject of 

free pig iron on the Pacific coast, I wish to say a word. I 
thought I was correct in my recollection. I have refreshed my 
memory since the Senator made the statement that he is in 
favor of free pig iron. 

Now, in view of the fact that more than one-third of the pig 
iron produced in the United States is produced in the Western 
States, even as far west as Colorado, and within the last two 
or three years furnaces starting in Oregon and Washington and 
other States, and with the official figures showing the existence 
of very large quantities of iron ore clear out into the islands 
of Puget Sound and through the mountains of the chain of 
States extending up and down, does it not seem to the Senator 
that those people should be given some consideration in de­
termining the question of their competition with the pig iron 
of counh·ies like China or Asiatic cheap-labor countries, in 
order that they may do just what the East did-develop their 
mines? 

I think the Senator will find from the official figures that 
there is as much raw material on the Pacific coast from which 
pig iron is produced as there is on the Atlantic coast. The 
country is new, the population is not so great, and the time 
that has elapsed since the settlement of the country not being 
so great, those interests have not advanced as they have here. 
But these interests would not have advanced had they been 
thrown in competition with such cheap production as that 
which comes from China. . 

I know 'the Senator is consistent, or desires to be, in the dis­
tribution of the benefits of government and protective laws. 
Ought not that country to be encouraged and assisted rather 
than to be thrown into competition with China's production 
while we protect the eastern country, which is less in need of 
protection than the West? Bear in mind that the producing 
section of this country has been going west greatly and rapidly, 
so tllat in 10 years the western supply-that is, the pig iron 
accredited to the West-has multiplied four times in 10 years, 
and the actual production of it hns multiplied that much in 10 
rears. So tbnt it would be hardly fair to limit it by giving us 
free pi.,,. iron from China. 

l\Ir. CU:Ml\IINS. I do not know whether I fully understood 
the Senator from Idaho, but as I understood him he said that 
one-third--

1\Ir. HEYBURN. I will give the figures. 
Mr. CUMMINS (continuing). Of the pig iron of this country 

is produced in the Western States. Does the Senator mean by 
that to include Michigan . in the Western States? 

hlr. HEYBURN. I take the GoYernment's classification. I 
am speaking from Government figures. 

Mr. CUMMINS. The Senator knows well that the very, very 
large proportion of pig iron produced in this country comes 
from ores mined in Michigan and ores mined in Alabama and 
Minnesota and the East 

Mr. HEYBURN. In view of that statement, I think the 
Senator would like to have the figures. The production of 
Michigan pig iron last year was 1 ,250,103 tons. That State is 
not at all among the large producing States of pig iron. The 
iron in Michigan does not go into pig iron to so large an ex­
tent-that is. as an article of commerce--as that produced in 
some oth<'r States. 

Mr. CUMMINS. It does not go into pig iron for sale at all, 
because the United States Steel Corporation mines and uses 
practically all of it. 

Mr. HEYBURN. This is the classification. Now, in regard 
to the different sections, I take the Government's figures. The 
New England and Middle States had 216 furnaces on December 
31 last, and they produced 13,992,765 tons. The Western States 
produced 10,412,854 tons. You see there is only about 3,000.000 
tons difference between them, the product of both being large. 
That is the product accredited to the West, and that extends 
as far west as Colorado and e\en to the Pacific coast. The 
figures show the progressive growth of the industry. There 
are the two sections of the country. The Southern States pro­
duced 2,892,926 tons. We must bear that in mind. 

Now, the difference in the distance between the Michigan 
mines and the eastern market or the Atlantic coast and the 
Michigan mines and the Pacific coast is slig;ht. The Michigan 
mines, those on Lake Superior, pretty nearly divide the dis­
tance. The pig iron and the products of it go west from the 
nearest point of large production. So we must bear that in 
mind. 

I do not care to set myself up as a statistician, but we know 
something from observation of the existence of large ore bodies 
on the Pacific coast. It is safe to say that the ore bodies on 
some of the islands around Puget Sound are of as great extent 
as those in Pennsylvania. The only reason they have remained 
undeveloped is because of the fact that they were not in as 
good a position to compete, either through equipment or capital 
or development or persons who were free to engage in that 
business, as those in the East; but quite recently, within a few 
months, a very large combination of iron men-men who have 
been in the business in this country and are looking for new 
fields-have acquired a large quantity of iron land on the 
Pacific coast, with a view to its speedy development. So I think 
the Senator might reconsider the statement that he would be in 
favor of admitting pig iron from China free. 

Mr. CUMMINS. I am first concerned with the accuracy of 
the statement which began this controversy. The Senator from 
Idaho will remember that it all grew out of a discussion as to 
whether duties should be levied upon pig iron that would cover 
the transportation of pig iron from the eastern point of pro­
duction to the Pacific coast. I said in my opinion such duties 
ought not to be levied, and that inasmuch as we, in my further 
opinion, can produce and do produce pig iron in the eastern 
part of the United States as cheaply as pig iron can be pro­
duced in the world, therefore pig iron should be free. 

Now, if we should reach a time when it was proposed to put 
a duty on pig iron in order that the iron mines or iron ores of 
the Pacific coast States or communities that were within fair 
transportation distance of the western country should be pro­
tected, the whole matter would have to be reconsidered, of 
course. I am speaking about conditions as they exist. 

I now recur to the statement that I made. I have before me 
Table 121 of the Statistical Abstract of 1910, page 210. I pre­
sume it is the same table from which the Senator from Idaho 
was reading. 

Mr. HEYBURN. That is the table. 
Mr. CUMMINS. In order to show that I was right, I want 

to read the States which produce pig iron: 
Alabama, Colorado-
Colorado produced, in 1910, 428,612 tons. 
Connecticut, Georgia, Indiana, Illinois-

Illinois, I think, probably was the third State in the Union 
in the production of pig iron, but of course, as is well known, 
she produces her pig iron mainly from ores brought from Lake 
Superior. 

Kentucky, Maryland, Massachusetts, Michigan, Minnesota, Missouri, 
New Jersey. New York, North Carolina, Ohio, Oregon, Pennsylvania, 
Tennessee, Texas, Virginia, Washington, West Virginia, Wisconsin. 

Washington produced none at all. 
Mr. HEYBURN. That is, there is no statement. 
Mr. CUMMINS. The only Western State, as I was speaking 

of Western States, which produced l').ny pig iron in 1910 was 
Colorado, and that produced 428,612 tons. 

Now, I am not saying that the time may not arrive in the 
future when the iron ores of the western part of this country 
may be utilized under proper protection. I only say, and I 
want the Senator from Idaho to clearly understand me, that we 
can not afford to transport pig iron from Chicago or from Xew 
York to San Francisco. Plainly we can not do it, because we 
had vastly better manufacture the pig iron into the forms that 
are ultimately to be used and transport those manufach1red 
forms of iron or steel. It would be more economical to do it 
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than to send the pig iron; and I am sure the Senator from Mr. President, I have finished my review of this subject. If 
Idaho will not dispute with me on that point. there is anything that I have omitted I shall be very glad to 

Mr. HEYBURN. I think we will agree, because we have respond to anyone who desires to make an inqutry. 
figures, but it does not follow because no production of pig iron Mr. LIPPITT. Mr. President, I want to ask a single question 
is hown in such States as Missouri and Indiana and others to get a little more elucidation of the point the Senator from 
that none' is produced. They only have not included in this Iowa and myself were di cussing when ome others broke in 
table the statement We ha•e foundries in my State~ one in upon the discussion. I a..,ked him if the profits of the United 
my city of yery considerable magnitude. We have pig-iron St.ates Steel Co. would not be large!'" than the profits of the 
furnaces at Port Hill. I could name, probably, a dozen with-- other half of the industry. As I understood him, his opinion 
out stopping to think, but they are not included in this state- agreed with mine that those profits would be larger, but he 
ment. I only used this statement for that which it did contain, thought, as I understood him,, that the difference in the profits 
and not for that which it did not contain. •was very slight. 

Mr. CUMMINS. I will not pursue this particular subject Mr. CUMMINS. No, Mr. Pre~ident; I did not say slight; I 
further, but recur to the point I was endeavoring to make when said not more than $2 a ton. I do not think that a slight 
diYerted into this long and interesting colloquy with regard to difference. 
pig iron. Mr. LIPPITT. Then I understand the Senator thinks the 

I had just stated that the United St.ates Steel Corporation, difference in the profits is considerabie. It seemed to me, it 
after reducing its average price last year $4.40 per ton, would that was the case, the effect of reducing the duty would in­
ha ve sufficient net earnings applicable to capital to pay 6 per evitably be to throw more and more of the industry out of the 
cent interest on 1,315,231,888. I had ventured. to say that my hands of the small producer and into the hands of the large 
statement of two years ago-that the actual property of the unit of production represented by the United States Steel Co., 
United States Steel Corporation was not worth more than and that it was scarcely fair to the industry to take solely the 
$700,000,000-had been corroborated since that time by the profits. of one producer, which, on account of its composition, 
complete and illuminating inquiry made by the Bureau of Cor- had certain advantages in which none of the others shared, and 
porations with respect to the organization of this company. figure upon those profits as a proper basis for the whole iron 

I had endeavored to establish the proposition that so far as industry. It seemed to me that the inevitable tendency here ig 
protection is concerned, if we established a duty which wotlld to increase the consolidation of the business into a single hand, 
enable this company to pay 7 per cent on $700,000,000, we bad which many people are very much objecting to. 
fully complied with the doctrine of protection and with the The Senator also a minute ago said that he did not know of 
pledge of the Republican Party. If we do allow 1 per cent on any large producer of iron that had not been able to make a 
$700,000,000, the result is $49,000,000 required by that company good profit, as I understood him. 
to make a fair and reasonable return upon the capital invested. Mr. CUMMINS. No; I said nothing about that. 

Now, let us see. If we deduct the $49,000,000 from the net Mr. LIPPITT. That had not been able to compete success. 
earnings of this company there would still remain $29,913,000.31. fully, we will say. 
After compensating capital, after laying aside $22,000,000 and Mr. CUMMINS. I think. there are some producers that are 
more for replacements and depreciation, after paying all the not doing very well. 
expense of maintenance and operation, this company would Mr. LIPPITT. As I understood the Senator, he challenged 
have in its treasury, even though it had sold its product for $4.40 anyone to bring forward the ca e of a large producer of iron 
per ton less than the price at which it did sell it, $29,913,000. fabrics that had not done well under existing circumstances. 

This represents the amount of undivided and excessive profit If that is the case, I should like to call his attention to the 
even upon the lowered plane of prices which I have suggested. Lackawanna Steel Co., which has a capital of more than 
This means further, that allowing for all the extravagant de- $34,000,000, every dollar of which was paid in in cash. It was 
ductions for depreciation and replacement and exorbitant prof- founded, I understand, some 10 years ago, and not a single dol· 
its, for a large part of this capitalization would be represented lar of dividends, I believe, has since been paid on the original 
by bonds bearing not more than 5 per cent per annum, the com- investment. It seems to me that that would be pretty strong 
pany could have sold every ton of its product at an average evidence that in some cases at least the competition had been 
reduction in price of $7 a ton and still have rewarded capital in pretty severe. But that was not particularly the point I had in 
the way I have suggested. mind; it was rather the question as to the effect of this reduction 

Kow I come to the point that was remarked upon by the Sen!. upon the small producer. 
ator from Rhode Island, and a very proper point it is, because Mr. CUMMINS. In regard to the last iroggestion of the 
we can not afford to adjust our tarifl' duties solely upon the Senator from Rhode Island, I do not know about the affairs of 
basis of the cost of that company or enterprise which can pro- the La'Clmwanna Steel Co. There are in every busipess com· 
duce at the lowest or minimum expense, but we must adjust our panies that will not and can not succeed. The tariff alone will 
tariff duties upon a fair average of the cost of pro~uctio~. not enable any person to highly succeed in business. There 

I heard debated here two years ago, as all did, this very must be in addition certain natural advantages and a certain 
point; and while I have no precise information with regard to skill and sagacity in management and opemtion. The Senator 
the cost of other companies as I h~ve in regard to the ~ost. of I from Rhode Island knows, because it has often fallen under his 
the United States Steel Corporat10n, I never hen.rd it sug- obseITation, that a certain business given into one hand will 
gested by . anyone debating the m~tter that upon the average 

1 
fail, no matter how fasorably it may be situated, and given into 

the United States Steel Corporation could prod~ce for more I another, surrounded by the same conditions, it will succeed. It 
than 2 a ton less than the cost of other companies. . If there : is not intended by our tariff policy to eliminate the personal 
is anyone here who has better knowledge upon that subJect than eqnation, if I may use the words of a distinguished Senator. 
we ha\°e had heretofore, I shall be glad in the course of this It i not intended to guarantee against mismanagement or in­
debate to hear the result of his observation or his experience capacity. I would be sorry to see our Republican doctrine con­
upon the subject. I assert that upon the average it does not verted into a guaranty for ignorance and unintelligence. 
cost any large company engaged in this business in the United I do not know, however, that this is true of the Lackawanna 
States to exceed $2 a ton in excess of the cost of the United Steel Co. I am simply saying that I do not agree that its fail­
States Steel Corporation; and if that be true, and I think it ure, if it has been a failure, can be used as an argument against 
can not be fairly questioned, and if I have pro\°ed, as I have the proposition I have advanced. 
beyond any controversy whatever, that the United States Steel Now, answering the first suggestion of the Senator from 
Corporation can sell its product at $7 per ton le"Ss than it . sold Rhode Island, if I had said or if I had proved that the United 
it for last year, the fear that it will destroy any legitimate States Steel Corporation could not suffer a reduction of more 
indu try in the hands of the smaller companies becomes purely than $4.40 per ton upon the average of its product, then the 
imucinary, because in my judgment the duties which I still pro· conclusion stated by the Senator from Rhode Island would fol­
pose upon these products will more than measure the differ- low, in view of my admission that I believe at least the cost of 
ence between the cost of production of any of them and the cost production is greater with some of the lesser companies than 
of production of like articles abroad. with the United States Steel Corporation. 

These reductions will not confine the United States Steel I have proved that the United States Steel Corporation could 
Corporation to fair profit , even though its prices be reduced the reduce its prices $7 a ton and still pay 7 per cent interest upon 
full amount of the reduction I have proposed. It will, however, the whole capital originally invested in the business and all the 
in my opinion confine other companies-the companies which independent capital that ever was invested in the business. 
manufacture about 54 per cent of such products in the United When the Senator from Rhode Island says, and ays truly, that 
States-to fair prices if they would exclude competition from there are other companies whose products cost more, I say that 
abroaa. there is no established company, no company of considerable 
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proportions, whose product costs $2.60 in excess of the product 
of the United States Steel Corporation, and no one whom I have 
ever heard has so claimed. Therefore, when I have shown that 
we could reduce these duties so far as the United States Steel 
Corporation is concerned to $7 a ton, I have proved that there 
is ample protection in it for any of the compa.nies which now 
manufacture steel. 

I intended, Mr. President, to take up somewhat in detail other 
items. in the metal schedule, but I have consumed now much 
more time than I intended to consume. These interruptions 
have been yery helpful; I do not complain of them; but I do 
not feel that I desire at this time to go into the· remaining items 
of the metal schedule. I think everybody will agree that if I 
have fixed upon a proper reduction for tonnage iron and steel 
my proposal with respect to other manufacturers of iron and 
steel can not be successfully assailed; and therefore thanking 
the Senate and the Senators for listening to me so patiently, 
so far as I am concerned I submit the amendment I have 
proposed. 

MESSAGE FROM THE HOUSE. 

During the delh-ery of Mr. CuMMINs's speech a message from 
the House of Representatives, by J. C. South, its Chief Clerk, 
announced that the House had agreed to the report of the com­
mittee of conference on the disagreeing votes of the two Houses 
on the amendment of the Senate to the bill (H. R. 11019) to 
reduce the duties on wool and manufactures of wool. 

The message also communicated to the Senate the intelli­
gence of the death of Hon. HE..~&Y C. LoUDENSLAGEB, late a Rep-­
resentati\e from the State of New Jersey, and transmitted 
resolutions of the House thereon, and announced that the 
Speaker of the House had appointed as the committee on the 
part of the House 1\Ir. GANNON, Mr. PADGETT, Mr. ROBERTS of 
Massachusetts, l\Ir. BUTLEB, Mr. BATES, Mr. LLOYD, Mr. McKIN­
LEY, l\fr. AIKEN of South Carolina, Mr. RoDENBEBG, Mr. CAMP­
BELL, Mr. CRAVENS, Mr. GABDNER of New Jersey, Mr. HUGHES 
of New Jersey, Mr. Woon of New Jersey, Mr. KINKEAD of New 
Jersey, Mr. HAMILL, Mr. McCOY, Mr. TOWNSEND, Mr. SCULLY, 
and .l\lr. TUTTLE. 

TARIFF DUTIES ON WOOL. 
After the conclusion of l\fr. CuMMINs's speech, 
Mr. LA FOLLETTE. Mr. President, I had intended to pre­

sent the conference report upon the wool bill, so called, but as 
many Senators have already left the Chamber, and as it is un­
derstood that it will provoke some debate, I will not present it 
until to-morrow morning. I will therefore move that the Senate 
adjourn. · 

Mr. BRIGGS. Will the Senator from Wisconsin withhold 
his motion, that I may call up resolutions from the House of 
RepresentatiYes? 

Mr. LA FOLLETTE. I withdraw the Ill'Otion at the request 
of the Senator from New Jersey. 

DEATH OF REPRESENTATIVE HENRY C. LOUDENSLAGER. 

Mr. BRIGGS. I ask the Chair to lay before the Senate the 
resolutions from the House of Representatives relative to the 
death of my late colleague in that body. 

The PRESIDENT pro tempore. The Chair lays before the 
Senate resolutions from the House of Representatives, which 
will be read. 

The Secretary read the resolutions as follows: 
In the House August 12, 1911. 
Resolved, That the House has heard with profound sorrow of the 

death of Hon. HENRY C. LOUDENSLAGER, a Representative from the State 
of New Jersey. 

Resolved, That a committee of 20 Members of the House, with such 
1.!embers of the Senate as may be joined, be appointed to attend the 
funeral. 

Resolved, That the Sergeant at Arms of the House be authorized and 
directed to take such steps as may be necessary for carrying out the 
provlilions of these resolutions, and that the necessary expenses in con­
nection therewith be paid out of the contingent fund of the House. 

Resolved, That the Clerk send a copy of these resolutions to the Sen­
ate and also transmit a copy thereof to the family of the deceased. 

Mr. MARTINE of New Jersey. Mr. President, as a resident 
and fellow citizen of New Jersey, I would like to say a word. 

The grim reaper has again done its work, this time in the 
other House of Congress. Had HENRY CLAY LOUDENSLAGER 
lived his term out he would ha·rn served the Government of the 
United States consecutively 20 years. 

All who knew him:, everybody who had touch with or an in­
clination for politics in the Commonwealth of New Jersey, knew 
kindly and well the loving, genial, and hospitable IIABRY LoUD­
ENSLAGER. The State of New Jersey in his death has lost a 

splendid son, society a delightful and loving companion, these 
United States a grand patriot and a broad statesman. New 
Jersey stops to weep at his bier and pay the last tribute it can 
in wishing for his family God's speed and God's blessing to him. 

Mr. BRIGGS. Mr. President, I offer the following resolu­
tions, and ask for their adoption. 
· The PRESIDENT pro tempore. The Senator from New 
Jersey submits resolutions, which will be read by the Secre­
tary. 

The resolutions {S. Res. 137) were read and unanimously 
agreed to, as follows : 

Resolved, That the Senate has heard with deep sensibility the an­
nouncement of the death of the Hon. HENRY CLAY LouDEXSLAGER, late 
a Representative from the State of New J·ersey. . . 

RCBolved, That a committee of nine Senators be appointed by the 
Vice President to join the committee appointed on the part of the 
House of Representatives to take order for superintending the funeral 
of Mr. LouoEXSLAGER at Paulsboro, N. J. 

Resolve<l, That the Secretary communicate a copy of these resolu­
tions to the House of Ilepresentatives and to the faro.Uy of the de­
ceased. 

The PRESIDENT pro tempore appointed as the committee 
on the part of the Senate under the second resolution )fr. 
BRIGGS, Mr. MARTINE of New Jersey, Mr. BAILEY, Mr. CURTIS, 
l\Ir. BRANDEGEE, Mr. OLIVER, Mr. NIXON, Mr. WILLIAMS, and Mr. 
HITCHCOCK. 

Mr. BRIGGS. I offer the following resolution, and ask for 
its adoption. 

The PRESIDENT pro tempore. The resolution will be read. 
The Secretary read the resolution, as follows : 

ResoZ.,;ed, That as a further mark of respect to the memory of the 
deceased, the Senate do now adjourn. 

The PRESIDENT pro tempore. The question is on agreeing 
to the resolution submitted by the Senator from New Jersey. 

The resolution was unanimously agreed to, and {at 5 o'clock 
and 18 minutes p. m.) the Senate adjourned until to-morrow, 
Tuesday, August 15, 1911, at 12 o'clock meridian. 

HOUSE OF REPRESENTATIVES. 

MONDAY, August 14, 1911. 

The House met at 12 o'clock noon. 
The Chaplain, Rev. Henry N. Couden, D. D., offered the 

following prayer : 
Our Father in heaven, we need Thy guiding and restraining 

influence in all the intricacies of this strenuous and complicated 
existence, hence we pray for self-control, self-respect, self­
reliance under Thee, that we may be strong, and pure, and noble 
in all our intercourse with our fellow men; that Thy purposes 
may be fulfilled in us, to the glory and honor of Thy holy; 
name. Amen. 

The Journal of the proceedings of Saturday, August 12, 1911, 
was read and approved. 

MESSA.GE FROM THE SEN .ATE. 

A message from the Senate, by Mr. Croc%ett, one of its clerks, 
announced that the Senate had passed bills of the following 
titles, in which the concurrence of the House of Representatives 
was requested : 

S. 2246. An act to amend the military record of John P. Fitz­
gerald, who enlisted and served under the assumed name of 
Joshua Porter in Company K, Seventh Regiment, and Company 
C, First Regiment, Michigan Volunteer Cavalry, from March 9, 
1865, to March 10, 1866, and to issue to hiru an honorable dis­
charge in his true name of John P. Fitzgerald; 

S. 2534. An act to extend the time for the completion of the 
Alaska Northern Railway, and for other purposes; 

S. 3115. An act to authorize the Secretary of the Interior to 
withdraw from the Treasury of the United States the funds of 
the Kiowa, Comanche, and Apache Indians, and for other pur­
poses; and 

S. 304. An act for the erection of a statue to the memory of 
Gen. James Miller at Peterboro, N. H. 

The message also announced that the Senate had passed the 
following resolution: 

Resolved, That the Secretary be directed to furnish to the House of 
Representatives, in compliance with its request, a duplicate engrossed 
copy of the joint resolution (S. J. Res. 31) authorizing the Secretary 
of War to loan certain tents for the use of the Astoria Centennial, to 
be held at Astoria, Oreg., August 10 to September 9, 1911. 
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